Comments on Draft 01/31/11

Definition of Medical Directoyr:

Page 4 (R-17-101. Definitions 15) the definition of “Medical Director” has been crossed out/struck through. I
strongly agree the Dispensaries should have a Medical Director and we should clarify as follows:

Page 35 (R9-17-303 — Applying for Dispensary Registration Certificate B.1.e.) notes that when applying for a
Dispensary Registration Certificate - the application would require “The name and license number of the
dispensary’s medical director” - the question is “What type of license(s) will qualify one to be a Medical
Director™? Example: would a medical care provider who is currently a Director of Clinical Research (DCR)
qualify? The job description of a DCR clearly mirrors our job description of a Medical Director as outlined in
R9-17-312.

Page 43 (R9-17-309 Administration A. 3.) notes that “A dispensary shall Employ or contract with a medical
director” again the question is “What type of license(s) will qualify one to be a Medical Director”? I suggest the
application to Operate a Dispensary include the Resume of the Medical Director and this resume must clearly
outline the Medical Director experience as outlined in R9-17-312.

Page 46 (R9-17-312 Medical Director — A) Notes — A dispensary shall appoint an individual who is a physician
to function as a medical director — what is the definition of Physician? — I recommend we cross out the word
physician and replace it with medical director to be consistent.

Applying for a Dispensary Registration Certificate:

Recommendatien to move 2 application items (questions) from Dispensary Registration Certificate
Application to Approval to Operate a Dispensary Application:

Page 35 (R9-17-303 Applying for a Dispensary Registration Certificate B.1.b) nptes that the application will
require — “The physical address of the proposed dispensary;” — I propose that-éﬁg(}ﬂ'le fact that the CHAA s
the primary concern at this point - this application item (question) be relocated to the application to operate (R9-
17-304) — See (Add a Question..below).

Page 37 (R9-17-303 Applying for a Dispensary Registration Ceztificate B.5) notes that the application will
require — ©.. .compliance with local zoning restrictions ..;” — I propose that this application item be relocated to
the application to operate (R9-17-304) — Please note that a number of AZ Cities will not have determined their
zoning requirements by summer, 2011,

Add a Question to the Dispensary Registration Certificate Application:

I propose and recommend that the application for a Dispensary Registration Certificate include the item: “Name
of the CHAA where your Dispensary would operate and Name of 2™ choice CHAA where your Dispensary
would operate. As opposed to physical address of proposed dispensary.

2012:

R9-17-302 Dispensary Registration Certificate Allocation Process C. “In April of each calendar year beginning
April, 2012. .7 D. 1.b & D.2.b — notes “Randomly” I propose we include an Asterisk next to the word
Randomly — “Randomly*” and then in E. add o1 somehow note - the Department will keep the $4,000 and
apply that to the re-application fee and or give the re- application priority over new applications for a
Dispensary Registration Certificate.




Arizona Department of Health Services o

150 N. 18" Avenue, Suite 500 jyFea-1 PR T 22
Phoenix, Arizona 85007-3247 o )

ATTN: Office of the Director

January 31, 2011
Subject: Atizona
Dear Mi. Humble,

My name is Jesus R. Alvarado and 1 am the President and CEQ of Alvarado Consultants and
Associates, Inc My reason for contacting you is in regard to the Medical Marijuana Program and
how it involves the Arizona economy, unemployment, inflation and an eppertunity for ail of
Arizona.

There was a segment on 60 minutes titled, ‘Day of Reckoning’, which discussed government
debts, including local, state and federal. Tt starts with our national pension crisis and how it is
going to affect us directly or indirectly, how the economy is in shambles and despite what the
government says, it’s not getting any better. In fact, it’s getting worse! The states are just one
facet of this massive national pension ciisis. States and cities are guiting their police forces,
laying off firefighters and emeigency medical personnel and shutting down firehouses. California
has laid off more employees and shut down more services than any other state, but it still faces a
$28 1 billion budget deficit over the next 18 months and annual deficits of $20 billion for at least
the next five years. Arizona has sold off it state capital building, Supreme Court building and
legisiative chambers, only to lease the building fiom the new owner. So many cities and states
are on the brink of default and the situation just keeps deteriorating.

The debt crisis is in full swing and worsening by the month. Bank failures are at pandemic
levels, far more than in 2008 and 2009 . Our resources indicate that more than 2,000 banks are
now on the endangered list. Unemployment is at 17% and is expected to reach 20% or more
before things get any better. The average basket of food rose 10.6%, exceeding inflation, which
reached 8 8%.

Mr. Humble, you may be saying to yourself, this is all well and informative but what does it
mean to Arizona and the Medical Marijuana Problem? It means everything!

Crisis generates opportunity It’s an opportunity for Arizona to make good money, and bring
needed relief to many Arizona citizens from the impending crisis. It’s an opportunity for Arizona
leaders to take proactive measures with the Medical Marijuana Problem. It an opportunity for
everyone, the Medical Marijuana Program is the key that will ease some of the financial crisis for
Arizona. One way to do this is by changing some of your rules. For example; instead of allowing
the care-givers to have up to five patients, why not make it up to 100 or more?

Instead of having the dispensaty giow up to 70% of what they intent to sell, make it 30%, and
allow the care-givers to grow the remaining 70%. The care-giver will compensate their patients
from the sale of their product once or twice a month, and each and every month as long as he/she
is under the care of the care-giver
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Allow the patients to grow their Marijuana outside the 25 miles zone through their care-giver
regardless of weather the patient resides within the 25 mile zone Do not allow a dispensary to
setup a new location that has an established care-giver place of operation that is already outside
the 25 mile zone.

The patient is assigned to the care-giver, the care-giver grows the patience Marijuana, once its
ready for market; the care-giver sells it to the dispensaries The dispensary sells the Marijuana to
other Medical Marijuana Card Holders

The care-giver patient receive a payment from the sale of the patient’s Marijuana. This is a win,
win situation for all concerned, everybody benefits from this and everyone makes money. This
proactive measure can be difficult but it’s not at all impossible, as long as it kept simple.

The other side of the coin is that if you do not make any changes with the Medical Marijuana
Program and as times come to sell the Medical Marijuana not everyone will be able to afford $20
a gram, and the insurance companies are not going to pay for it, at least not yet; not until they can
see that it a way of the future.

As times get even tougher and people get even poorer, they’ll grow their own regardless of the 25
miles zone. And that in itself is also an opportunity for the authorities and the judicial system,
and as times get even tougher the authorities will intensify their efforts to extract the funds
needed to meet fiscal obligations.

Thete are times when we just don’t recognize the most significant moments of our lives while
they are happening. Here you have a possible solution to a problem that everyone knows is
coming. Arizona can seize this opportunity by a few simple changes within the Medical
Marijuana Program, and Arizona will be the only state that will have a new industry to combat
its way from the massive financial ctisis that continues to grow

M. Humble, I wanted to bring this information to yowr attention and it is my hope that you talk
with your colleagues and think about what I have proposed. My information is as accurate as it
comes and it comes from various teliable sources I will be submitting my recommendations to
the Arizona Medical Marijuana website and T will deliver my message at the February 15"
meeting to speak about this potential opportunity.

Thank you for taking the time to read my letter, but before I close, consider this: What does
Atizona have to lose? Everything! What does Arizona have to gain? Everything!

Respectfully,

/%WL R (HWireadlo-
Jesus R. Alvarado

President/CEO

jra/JAC
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SUBMITTED 02/02/11 10:40PM (SPECIFIC LANGUAGE TO IMPROVE THE RULES)

RS-17-202. Applying for a Registry Identification Card for a Qualifying Patient or a
Designated Caregiver

F. Except as provided in subsection (G), to apply for a registry identification card, a
qualifying patient shall submit to the Department the following:

S A physician's written certification in a Department-provided format dated within 90 |
calendar days before the submission of the qualifying patient's application that includes:

| e A sfatem'énf;' initialed by the 'phyrsfi'biféh,'thé{ the phg}éiéiéh agrees fo assume

responsibility for providing management and routine care of the qualifying
patient's debilitating medical condition after conducting a full assessment of the
qualifying patient's medical history;

SECTION e. SHOULD BE DELETED ALLTOGETHER
(AZDHS HAS NOT PROVIDED ANY DEFINITION OF ‘RESPONSIBILITY’ VS,
‘PRIMARY RESPONSIBILITY?)




February 2, 2011

Mr. Will Humble, Director

Arizona Department of Health Services
Suite 500

150 North 18" Avenue

Phoenix, A7 85007-3247

RE: RULE MAKING, ARIZONA MEDICAL MARIJUANA ACT

Dear Mr. Humbie:

All employers (whether based in Arizona or not) that have employees who work in the state of Arizona
have an interest in the rules that will be formulated for the Arizona Medical Marijuana Act by the
Department of Health Services The language in 36-2813 & 36-2814 creates questions for employers
such as: “whai is ihe definition of ‘under the influence’”; “whai is the definition of ‘impaired”™; and,
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“what is meant by ‘insufficient concentration to cause impairment’ .

The following comments are submitted to ensure the rules in the Arizona Administrative Code (AAC)
provide protection to employers from the negative consequences in the workplace that can result from
employees who ate users of marijuana and have a medical marijuana card

COMMENT 1: The definitions for the tetms “under the influence of marijuana”, “was impaired”’, and
“appear in insufficient concentration to cause impairment” are vital. Defining those terms, particularly
“impairment”, should be a priority for the Department

COMMENT 2: The following language is recommended for the rules regarding the medical marijuana
act

For the purposes of the Act, “under the influence of marijuana’ will be defined as a finding
of marijuana metabolites that exceeds the cutoff level of 50 ng/m! based on the results of the
initial screening methodology used in a drugs/substances test that was conducted in
compliance with ARS 23, Chapter 2, Article 14

For the purposes of the Act, “was impaired’ will be evidenced by a finding of marijuana
metabolites that exceeds the cutoff level of 15 ng/ml as the result of a gas chromatography-
mass spectrometry (GC/MS) confirmatory screening methodology used in a drugs/substances
screening test that was conducted in compliance with ARS 23, Chapter 2, Article 14, when the
initial sample is positive (non-negative), EXCEPT, consistent with ARS 28-1381, “was impaired’
will be evidenced by a finding AT ANY LEVEL as the result of a gas chromatography-mass
spectrometry (GC/MS) confirmatory screening methodology used in a drugs/substances test
that was conducted in compliance with ARS 23, Chapter 2, Article 14, when the person:

John Perkins, SPHR
33 West Missour, #18 ¢ Thoenix, AZ 85013-1868 & phone: 602 4643553 ¢ hrhelp@cox net ¢ www hi-help info




February 2, 2011

Mr. Will Humble, Director

Arizona Department of Health Services

RE: RULE MAKING, ARIZONA MEDICAL MARIJUANA ACT

page2

1. Has driving as an essential function of his/her job description;

2. Has operating heavy equipment as an essential function of his/her job description; or,

3. Has operating industrial/commercial machinery as an essential function of his/her job
description.

For the purposes of the Act, “an insufficient concentration to cause impairment’ will be
defined as a finding of marijuana metabolites that is below the cutoff level of 15 ng/ml based
on the results of a gas chromatography-mass spectrometry (GC/MS) confirmatory screening
methodology used in a drugs/substances screening test that was conducted in compliance
with ARS 23, Chapter 2, Article 14.

The Act states:

36-2813. Discrimination prohibited

B. UNLESS A FAILURE TO DO SO WOULD CAUSE AN EMPLOYER TO LOSE A
MONETARY OR LICENSING RELATED BENEFIT UNDER FEDERAL LAW OR
REGULATIONS, AN. EMPLOYER. MAY NOT DISCRIMINATE AGAINST A PERSON IN
HIRING, TERMINATION “OR . IMPOSING ANY TERM OR ' CONDITION  OF
EMPLOYMENT OR OTHERWISE PENALIZE A PERSON BASED UPON EITHER:

2. A REGISTERED - QUALIFYING PATIENT'S . POSITIVE - DRUG TEST FOR
MARIJUANA COMPONENTS OR- METABOLIT ES, UNLESS THE PATIENT USED?
POSSESSED OR WAS IMPAIRED BY. MARIJUANA ON THE PREM]SES OF THE.
PLACE OF EMPLOYMENT OR DURING THE HOURS OF EMPLOYMENT. R

COMMENT 3: A person applying for employment could test positive (non-negative) for
marijuana metabolites without ever using or possessing marijuana or being impaired by

marijuana on the premises of the place of employment or during hours of employment

Thus, an applicant for employment could test positive (non-negative) and the employer could
not withdraw an offer of employment or refuse to hire the applicant (regardless of the quantity of
nanograms/milliliter (ng/ml)) since the person did not use or possess marijuana on the
employer’s premises and was not impaired on the employer’s premises. This “loop-hole” needs
to be fixed

COMMENT 4: Will any applicant who is not hired on the basis of a positive (non-negative)
drugs/substances screening test be discriminated against?

ARS 23, Chapter 2, Article 14 includes the drugs/substances testing statutes for employers. In
section 23-493 05, Disciplinary Procedures, employers “may take adverse employment action based on
a positive (non-negative) drug test "~ A positive (non-negative) test result allows employers to take any
or a combination of the five (5) listed disciplinary or rehabilitation actions, including “refusal to hire a
prospective employee” should an applicant test positive (non-negative)



February 2, 2011

Myr. Will Humble, Director

Arizona Department of Health Services

RE: RULE MAKING, ARIZONA MEDICAL MARIJUANA ACT
page3

Int order to reconcile the two pieces of legislation, the definitions recommended in
COMMENT 2 are needed

The Act also states:

36-2814. Acts not required; acts not prohibited
A. NOTHING IN THIS CHAPTER REQUIRES: " -

1 A GOVERNMENT MEDICAL ASSISTANCE PROGRAM OR PRIVATE HEALTH
INSURER TO REIMBURSE A PERSON FOR COSTS ASSOCIATED WITH THE MEDICAL
USE OF MARITUANA

2. ANY PERSON OR ESTABLISHMENT IN LAWFUL POSSESSION OF PROPERTY TO
ALLOW A GUEST, CLIENT, CUSTOMER OR OTHER VISITOR TO USE MARIJUANA ON
OR IN THAT PROPERTY.

3.AN EMPLOYER TO. ALLOW. THE INGESTION OF. ‘MARLIUANA "IN ANY
WORKPLACE "OR . ANY  EMPLOYEE ' TO WORK WHILE UNDER _THE
INFLUENCE_OF MARIJUANA, EXCEPT THAT A REGISTERED QUALIFYING
PATIENT SHALL NOT BE CONSIDERED TO BE UNDER THE INFLUENCE
OF MARIJUANA SOLELY BECAUSE OF THE PRESENCE OF METABOLITES
OR _COMPONENTS OF MARLIUANA THAT APPEAR IN ]NSUFFICIENT
CONCENTRATION TO CAUSE IMPATRMENT.

B..NOTHING IN-THIS ‘CHAPTER PROHIBITS AN ENIPLOYER FROM: DISCIPL]N]NG;
AN EMPLOYEE FOR INGESTING MARIJUANA IN THE WORKPLACE OR WORKING
WHILE UNDER THE INFLUENCE OF MARIJUANA. ' :

COMMENT 5: The Act (at 36-2814 A 3 ) does not require an employer “fo allow  any employee to
work under the influence of marijuana, except 7, in 36-2814 B, the Act states that “nothing
prohibits an employer from disciplining an employee . working while under the influence of

mariiuana ”

Yet, in A 3 , the Act states that a “registered qualifving patient shall not be considered under the
influence of marijuana solely because of the presence of metabolites or components of marijuana that
appear in insufficient concentration (o cause impairment ”

What is the distinction between “under the influence” and “impairment?” How will an employer
determine that the “registered qualifying patient” is “impaired” and subject to discipline?

Again, the definitions suggested in COMMENT 2 are needed to guide employers. Those definitions
will allow employers to separate those employees who have medical marijuana cards and are “under the
influence” or “impaired” from employees who have medical marijuana cards but are not “under the
influence” or “impaired.”




February 2, 2011

Miy. Will Humble, Director

Arizona Department of Health Services

RE: RULE MAKING, ARTZONA MEDICAL MARIJUANA ACT
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COMMENT 6: ARS 28-1381 states that a person who drives or is in actual control of a motor vehicle is
guilty of Driving Under the Influence of Drugs (DUID) when there is “any drug defined in section 13-
3401 in the person’s body ” AND, the use of a prescription drug/substance is not an allowable defense
for DUID.

28-1381. Driving or actual physical control while under the influence; trial by jury;
presumptions; admissible evidence; sentencing; classification

A. It is unlawful for a person to drive or be in actual physical control of a vehicle in
this state under any of the following circumstances:

1. While under the influence of intoxicating liquor, any drug, a vapor releasing substance
containing a toxic substance or any combination of liquot, drugs or vapor releasing substances
if the person is impaired to the slightest degree.

2. If the person has an alcohol concentration of 0.08 or more within two hours of driving or
being in actual physical control of the vehicle and the alcohol concentration results from
alcohol consumed either before or while diiving or being in actual physical control of the
vehicle.

3. While there is any drug defined in section 13-3401 or its metabolite in the
person's body.

4 If the vehicle is a commercial motor vehicle that requires a petson to obtain a commercial
driver license as defined in section 28-3001 and the person has an alcohol concentration of 0.04
or more.

B. It is not a defense to a charge of a violation of subsection A, paragraph 1 of this
section that the person is or has been entitled to use the drug under the laws of this
state.

In ARS 1301 4, Cannibis is listed as one of the drugs prohibited by ARS 28-1381.3 In ARS
1301 .19, Marijuana is listed as one of the drugs prohibited by ARS 28-1381.3. Thus, under 28-
1381 3, a driver is considered to be under the influence of drugs if ANY amount of cannabis or
marijuana or their metabolites is present in the driver’s body.

Thus, ANY presence of Cannibus or Marijuana in the system of a dtiver is considered “driving
under the influence of drugs ” 36-2814 A 3. is in conflict with the standard for safety in 28-
1381 A3

Surcly, the need for on-the-job safety is as important as the need for driving safety. The definitions
recommended in COMMENT 2 help ensure on-the-job safety while protecting the rights of
employees who have medical marijuana cards.

Several exhibits are enclosed to support the recommendations made in COMMENT 2




February 2, 2011

Mr. Will Humble, Director

Arizona Department of Health Services

RE: RULE MAKING, ARIZONA MEDICAL MARIJUANA ACT
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Sincerely,

Clo Y fs—

John Perkins, SPHR
Manager/Owner

enclosures



Standard drug test 10 panel =~ -

EMIT or screen GC/IMS

cutoff level in confirmation cutoff
Drug Group urine ng/mi** level in urine

ng/mi**

Amphetamines 1000 500
Barbiturates 300 200
Benzodiazepines 300 200
Methadone 300 : 200
Cocaine metabolites 300 150
Marijuana metabolites 50 15
Methaqualone 300 200
Opiate metabolites 2000 2000
Phencyclidine 25 25
Propoxyphene 300 200

*The cutoff levels indicate the value set for designating a test result as non-negative (positive).

**Nanograms/milliliter — The above cutoff levels, list of analytes, and test methodologies are subject to
adjustment when required by applicable government regulations or guidelines
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28-1381. Driving or actual physical contrel while under the influence; trial by jury;
presumptions; admissible evidence; sentencing; classification

A. It is unlawful for a person to drive or be in actual physical control of a vehicle in this state
under any of the following circumstances:

1 While under the influence of intoxicating liquor, any drug, a vapor releasing substance
containing a toxic substance or any combination of liquor, drugs or vapor releasing substances if
the person is impaired to the slightest degree.

2 If the person has an alcohol concentration of 0 08 or more within two hours of driving or being
in actual physical control of the vehicle and the alcohol concentration results from alcohol
consumed either before or while driving or being in actual physical control of the vehicle.

3. While there is any drug defined in section 13-3401 or its metabolite in the person's body.

4 If the vehicle is a commercial motor vehicle that requires a person to obtain a commercial driver
license as defined in section 28-3001 and the person has an alcohol concentration of 0 04 or more

B. It is not a defense to a charge of a violation of subsection A, paragraph 1 of this section that the
person is or has been entitled to use the drug under the iaws of this state.

C A person who is convicted of a violation of this section is guilty of a class 1 misdemeanor

D. A person using a drug, as prescribed by a medical practitioner licensed pursuant to title 32, chapter 7,
11, 13 or 17 is not guilty of violating subsection A, paragraph 3 of this section.

E In any prosecution for a violation of this section, the state shall allege, for the purpose of
classification and sentencing pursuant to this section, all prior convictions of violating this section,
section 28-1382 or section 28-1383 occurring within the past thirty-six months, unless there is an
insufficient legal or factual basis to do so.

F At the airaignment, the court shall inform the defendant that the defendant may request a trial by jury
and that the request, if made, shall be granted.

G. In a trial, action or proceeding for a violation of this section or section 28-1383 other than a tral,
action o1 proceeding involving driving or being in actual physical control of a commercial vehicle, the
defendant's alcohol concentration within two hours of the time of driving or being in actual physical
control as shown by analysis of the defendant's blood, breath o1 other bodily substance gives rise to the
following presumptions:

1. If there was at that time 0 05 or less alcohol concentration in the defendant's blood, breath or
other bodily substance, it may be presumed that the defendant was not under the influence of
intoxicating liquor.

9 If there was at that time in excess of 0 05 but less than 0 08 alcohol concentration in the
defendant's blood, breath or other bodily substance, that fact shall not give rise to a presumption
that the defendant was or was not under the influence of intoxicating liquor, but that fact may be
considered with other competent evidence in determining the guilt or innocence of the defendant.

3 Tf there was at that time 0 08 or more alcohol concentration in the defendant's blood, breath or
other bodily substance, it may be presumed that the defendant was under the influence of
intoxicating hquor.

ARS 281381 pagelof3




IARS TITLEPAGE NEXTDOCIRIENT PREVIOUS DOCUMENT

13-3401. Definitions
In this chapter, unless the context otherwise requires:

1. "Administer" means to apply, inject or facilitate the inhalation or ingestion of a substance to the body
of a person.

2 "Amidone" means any substance identified chemically as (4-4-diphenyl-6-dimethylamine-heptanone-
3), or any salt of such substance, by whatever trade name designated.

3. "Board" means the Arizona state board of pharmacy.
4 "Cannabis" means the following substances under whatever names they may be designated:

(a) The tesin extracted from any part of a plant of the genus cannabis, and every compound,
manufacture, salt, derivative, mixture or preparation of such plant, its seeds or its resin. Cannabis
does not include oil or cake made from the seeds of such plant, any fiber, compound, manufacture,
salt, derivative, mixture or preparation of the mature stalks of such plant except the resin extracted
from the stalks or any fiber, oil or cake or the sterilized seed of such plant which is incapable of
germination.

(b) Every compound, manufacture, salt, derivative, mixture or preparation of such resin or
tetrahydrocannabinol.

5 "Coca leaves” means cocaine, its optical isomers and any compound, manufacture, salt, derivative,
mixture or preparation of coca leaves, except derivatives of coca leaves which do not contain cocaine,
ecgonine or substances from which cocaine o1 ecgonine may be synthesized or made.

6 "Dangerous drug" means the following by whatever official, common, usual, chemical or trade name
designated:

(a) Any material, compound, mixture or preparation which contains any quantity of the following
hallucinogenic substances and their salts, isomers and salts of isomers, unless specifically
excepied, whenever the existence of such salts, isomers and salts of isomers is possible within the
specific chemical designation:

(1) Alpha-ethyltryptamine.

(1) Aminorex

(iii) 4-bromo-2, 5-dimethoxyphenethylamine.
(iv) 4-bromo-2, 5-dimethoxyamphetamine.
(v) Bufotenine

(vi) Diethyltryptamine.

(vii) 2, 5-dimethoxyamphetamine.

(viii) Dimethyltryptamine

(ix) 5-methoxy-3, 4-methylenedioxyamphetamine.
(x) 4-methyl-2, 5-dimethoxyamphetamine.
(xi) Tbogaine.

(xii) Lysergic acid amide.

A.RS. 13-3401 page | of 14




(xv) Norethandrolon.

(xvi) Oxandrolone.

(xvii) Oxymesterone.

(xviii) Oxymetholone.

(xix} Stanolone {4-dihydrotestosterone).
(xx) Stanozolol

{(xxi) Testolactone.

{xxui) Testosterone

(xxiii) Trenbolone.

7. "Deliver" means the actual, constructive or attempted exchange from one person to another, whether
or not there is an agency relationship

8. "Director” means the director of the department of health services
9 "Dispense" means distribute, leave with, give away, dispose of or deliver,

10 "Drug court program" means a program that is established pursuant to section 13-3422 by the
presiding judge of the superior court in cooperation with the county attorney in a county for the purpose
of prosecuting, adjudicating and treating drug dependent persons who meet the criteria and guidelines
for entry into the program that are developed and agreed on by the presiding judge and the prosecutor,

11, "Drug dependent person” means a person who is using a substance that is listed in paragraph 6, 19,
20, 21 or 28 of this section and who is in a state of psychological or physical dependence, or both,
arising from the use of that substance

12. "Federal act” has the same meaning pirescribed in section 32-1901.

13. "Isoamidone" means any substance identified chemically as (4-4-diphenyl-5-methyl-6-
dimethylaminohexanone-3), ot any salt of such substance, by whatever trade name designated

14 "Isonipecaine" means any substance identified chemically as (1-methyl-4-phenyl-piperidine-4-
carboxylic acid ethyl ester), or any salt of such substance, by whatever trade name designated.

15 "Ketobemidone" means any substance identified chemically as (4-(3-hydroxyphenyl)-1-methyl-4-
piperidylethyl ketone hydrochloride), or any salt of such substance, by whatever trade name designated

16. "Licensed" or "permitted” means authorized by the laws of this state to do ceitain things.

17. "Manufacture” means produce, prepare, propagate, compound, mix or process, directly or indirectly,
by extraction from substances of natural origin or independently by means of chemical synthesis, or by a
combination of extraction and chemical synthesis. Manufacture includes any packaging or repackaging
or labeling or relabeling of containers. Manufacture does not include any producing, preparing,
propagating, compounding, mixing, processing, packaging or labeling done in conformity with
applicable state and local laws and rules by a licensed practitioner incident to and in the course of his
licensed practice

18 "Manufacturer" means a person who manufactures a narcotic or dangerous drug or other substance
controlled by this chapter.

19 "Marijuana” means all parts of any plant of the genus cannabis, from which the resin has not been
extracted, whether growing or not, and the seeds of such plant Marijuana does not include the mature
stalks of such plant or the sterilized seed of such plant which is incapable of germination.

ARS.13-3401 page 6 of 14
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23-493.05. Disciplinary procedures

An employer may take adverse employment action based on a positive drug test or alcohol impairment
test. On receipt of a positive drug test ot alcohol impairment test result that indicates a violation of the
employer's written policy, on the refusal of an employee or prospective employee to provide a drug
testing sample or on the refusal of an employee to provide an alcohol impairment testing sample, an
employer may use that test result or test refusal as a basis for disciplinary or rehabilitative actions that
may include any of the following:

1. A requirement that the employee enroll in an employer provided or employer approved
rehabilitation, treatment o1 counseling program, which may include additional drug testing and
alcohol impairment testing, participation in which may be a condition of continued employment
and the costs of which may or may not be covered by the employer's health plan or policies

2 Suspension of the employee, with or without pay, for a designated period of time.
3. Termination of employment.
4 In the case of drug testing, refusal to hite a prospective employee.

5 Qther adverse employment action




Objectiona

1) R9 17-101(17) "on going" physician-patient realtionship
According to this draft the patient has to be under the care of
the diagnosing physician for at least one year and the physician
has to have seen or assessed the patient on atleast four visits
for the patients debilitating medical condition.

Objection- What about people that have been diagnosed by a physician
for a terminal illness such as cancer or AIDS and have
since the diagnosis become homeless oOr lost their insurance
and can no longer afford physician assesments on a guarterly
basis.

Why cant a physician diagnose you once, #hy is there a
minimum of time that a patient must be under the care of

the physician. Alot of patients rather spend their money
on buying medical marijuana for the alleviation of their
diagnosed illness than on insurance payments for continual
assesment.
2) R9 17-307(C)(1) A dispensary shall cultivate 70% oftheir medical
marijuana and agquire only 30%.
Objection- Hows is a dispensary suppose to initially function once

granted the registration certificate if it must cultivate
70% of its medical marijuana and it is a fact that from
_seed to mature ~plant it takes marijuana on average 1214

Jeeks to gro~. Once clones and mother plants are started

that time frame lessens but there are no provisions in this
draft that address that issue. Is a dipensary simply suppose
to carry operational costs for both the dispensary and the
off site cultivation property shile the first harvest is
being gr0ﬂn° _
RO 17~ 307(0}(2) Prov1de and aguire from Arlzona aiﬂensarles, patients,
and caregivers a maximum of 30% of the dlpensarzes medical marijuana.
Objection- Why are restrictions being placed ﬂltthEGarﬁ to the state
from shich an Arizona dispensary can aquire its 30% of medical
marijuana. There are 14 other states that have also made the .

use of medical marijuana legal some neighboring Arizona and
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it seghs like a step in the srong direction to restrict

shere/ a dispensary aquires its medical marijuana. Dispensaries
in other states like California must have business licenses
and State Board of Egualization Sellers Permits that can all
be recorded in invoices and receipts of purchase as mandated
in this draft in section R9 17-313(B)(2). Allowsing this type
of inter-state'commerce #i111 also solve the problem of initial
start up lag with regards to cultivation time. Business even
not-for-profit types should not be restricted to #ho or from
shere they can purchase inventory and supplies as long it is
legal and can be docummented as coming from a legal source.

3) R9 17-314(A)(5) A list of all chemical additives and fertilizers
must be printed on the label of the medical marijuana to be distributed
by the dispensary.
Objection- Most indoor hydroponic marijuana cultivation regquires
a regiment of 10-20 different chemical additives and fertilizer
to produce potent and high THC levels. Each one of these
products ﬁiil have a ingredients list of 5-20 different
items. The resulting lists #ill be to big to put on a 20 dram
container (typical for a 1 gram dose) All additives and
fertilizers used on marijuana that are obtained from a

hydroponic supplier are approved for human consumption.

4) Finally there is no provisions, rules, guideliness, limits set
or mentioned in this draft w~ith regards to actuall cultivation
_of medlcal marijuana. Recently Oakland, California had allowsed
four large ;géigk$5r£3£éna cultivation sites and set their limits
based on per patient allosance. The caregivers claimed for example
100 patients under their care each patient can have 12 plants thats
1200 plants wsay over the federal guideline. Marijuana cultivation
is still federaly illegal and the government told the Oakland city
attorney that they sould prosecute if the city continued in its large
scale cultivation endevour. What is the Department Of Health going to
enact in order to avoid this situation but still allos the dispensaries
to supply all their patients if as mandated they must gros 70% of

their medical marijuana?
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Will Humble, Director

Arizona Department of Health Services
150 North 18™ Avenue, Suite 300
Phoenix, Atizona 85007-3247 -
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CA-} h "
Re: Comment or: 2™ Draft of Rules g@ardir!g:
Medical Marijuana
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Dear Mr. Humble,

Our law fim intends to be on the forefront of the Medical Marijuana issue as pertains to
the znforcement of laws and rules  As such, we have looked closely at the laws enacted undex
voter injtiative in Proposition 203 and the Tanuary 31, 2011 2™ draft of rules published by the
Depariment of Health Services

As patt of cur analysis, we have looked at the application of Proposition 103 passed in
November, 1998. that amended the Arizona Constitution. Specificallv. we looked at Article TV,
Part 1, § 1(6)(C) of the Arizona Constitution that reads:

Leglslature power to amend initiative or referendum. The
[ egisiature shall not have the power to amend an initiative measure
approved by a majority of the votes cast thereon, or to amend a
tefetendum measute decided by a majority of the votes cast thereon.

inlese the amending legiclation furthers the purzeses of such measure aud

at least three-fourths of the members of each house of the Legislature, by a
all of ayes and nays, vote to amend such measure.

The sole stated purpose of Proposition 203 is “to protect patients with
debilitating medical conditions, as well as their physicians and providers, from anest
and prosecution, criminal and other pendltleb and property forfeiture if such patlentw
cngage in the medical use of marijuana’

3920 SOUTH ALMA SCHOOL ROAD, SUITE 5 + CHANDLER, ARIZONA 85248
PHONE: (480) 755-7110 « FAX: (480) 755-8286

www.AttorneyForfreedom.com




In addition, we note that the authotity of the Department of Health Services to
make rules, such as those authotized by Proposition 203, arises from AR .S § 36-
136(F). That statute was enacted by the legislature and any rules made putsuant to
that statute would be subject to the restrictions imposed on the legislature by the
Arizona Constitution As the legislature needed only a simple majority to pass that
statute, any rule created that is does not further the purpose of Proposition 203 would
be unconstitutional.

We believe Proposition 203, as passed by the voters, was intended to allow
the use of medical marijuana with only restiictions enumerated in the statutes that
were enacted by Proposition 203, Any restrictions making the cultivation,
distribution, or use of medical marijuana more onerous than those included in
Proposition 203 would violate the Arizona Constitution.

We are of the opinion that any rules made by the Department of Health
Services must comply with the quoted section of the Arizona Constitution in that they
must further the purpose of Proposition 203 I that light. we comment on the 2" draft
of rules as follows:

1) The 2" draft of rules deleted the definition of Medical Director that was in the
1" draft. We applaud this change as Proposition 203 did not call for
dispensaries to be required to have a medical director However, R9-17-
309(A)(3) requires a dispensary to employ or contract with a now undefined
medical director. In addition, R9-17-312 requires a dispensary to appoint a
physician as a medical director and states certain duties of that medical
director.

Proposition 203 makes no mention of a medical director. Requiring a
physician be hired or contracted to be a medical director and requiring that
medical director to perform certain duties is not related to the stated purpose
of Proposition 203. The requirement that a dispensary have a medical
director, therefore, violates of the Arizona Constitution.

R9-17-101(21) maintains the definition of “public place ™ The only other
reference to public place in the draft rules appears in R9-17-309(A)(1)(e)(iv)
that requires a dispensary to provide patient education regarding the
prohibition on the smoking of marijuana in public places.

[N
—~

As we discussed in our comment letter on the 1* draft of rules, Proposition
203 does include a prohibition on smoking matijuana in public places, but
does not define public places. It is our position that defining “public place” is
necessarily the purview of the legislature in compliance with the Arizona
Constitution as discussed above. The Department of Health

Services cannot, by rule, do what the Arizona Constitution specifically
requires a thiee-fourths vote of the legislature to do.



3) The 2" draft of rules makes multiple references to decisions by the

4)

3)

Department of Health Services that deny applicants certain permissions but
are stated not to be final decisions and, therefore, not subject to judicial
review. We firmly believe that whether a decision is considered final and
whether it is subject to judicial review is an issue that a court would
determine Just because the Department of Health Services does not call a
decision “final” does not make it so and the Department cannot, by rule,
pteclude judicial review.

R9-17-302 states that the Department of Health Sexvices will allocate one
dispensaty to each Community Health Analysis Area (CHHAA) in the state.
CHAA’s wete established based on the 2000 census, well before major shifts
in population of many areas of Atizona. The choice of using the CHAAs to
ailocate dispensalies iooks to be nothing more than choosing CIIAAS because
thete ate 126 of'them. As found on the Department’s own website, CHAAs
vary in size from 5,000 to 150,000 people. While this may be a convenient
way for the Department to allocate dispensaries, it would result in a shortage
of dispensaries in heavily populated ateas while providing a glut of
dispensaries in more sparsely populated areas

Combining this allocation with the requirement in R9-17-303(B)(7) requiting
a plan demonstrating the on-going viability of the dispensaty on a not-for-
profit basis (another requirement by the Department not supported by the
Proposition 203 mandate) would cteate confusing and highly subjective
ctiteria for allocation and approval of dispensaries.

Probably the most unconstitutional provision of the 2" draft of 1ules is
contained in R9-17-303, whete it requires each principal officer or board
member of a dispensary to have been an Arizona resident for the three years
immediately preceding the date the dispensary submits an application. Such
residency requirements have repeatedly been held unconstitutional by the
Supreme Court of the United States and other federal courts.

The leading case addiessing this issue is Shapiro v. Thompson, 394 U.S 618,
627-634 (1969) Shapiro held a statute that on its face treated residents newly
arrived from other states less well than long-time 1esidents solely on the basis
of their having exercised their right to travel from one state to another was
unconstitutional if it did not promote a compelling government interest. This
is because the right to travel from one state to another is a fundamental right

protected by the Constitution of the United States. /d.



Other cases have made the same holding in specific circumstances. See Dunn
v Blumstein, 405 U.S 330 (1972) (striking down minimum durational
residency requirements as eligibility to vote); Memorial Hospital v Maricopa
County, 415 U .S. 250 (1974) (holding unconstitutional a residency
requirement to receive free nonemergency medical care); Zobel v Williams,
457 U S.55 (1982) (striking down an Alaska law allocating ceitain income to
residents based on the proportional length of their residency under a rational
basis review)

Plainly stated, a requirement that a principal officer or board member must be
an Arizona resident for three vears before a dispensary may submit an
application is so plainly unconstitutional that the Depariment of Health
Services. on behalf of the State, invites litigation that it will cerfainly lose

Beyond such a rule being held unconstitutional, damages payable by the state
to those disenfianchised would be easy fo quantify simply by showing the
cash flow of approved dispensaries. [ suggest you review this carefully and
recommend you eliminate any tesidency requirement for principal officers
and board members of dispensaries.

6) Draft Rule R9-17-303(B)(1){g), as well as others, requires any principal
officer or board member to disclose, among other things, whether he is a
physician then providing written certifications for qualifying patients, has
unpaid taxes, is in default on a student loan, has failed to pay court-ordeted
child support, or is a law enforcement officer.

We reiterate out previous statements that such a provision is not
constitutionally authorized

7y R9-17-321(AX1) 1equires a dispensary ot cultivation site to be more than 500
feet fiom a public or private school. This is a zoning issue that AR S § 36-
2806.01, enacted under Pioposition 203, specifically left to “cities, towns, and
counties.” Such zoning matters are inappronriate for the State ar the
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Depaltuxﬂut of Health Services to dictate.

In summary, Proposition 203 mandates that the Department of Health Services
promulgate 1ules for certain matters It does not authorize the Department to create a complete
infrastiucture for the delivery of medical marijuana to qualifving patients. Any rule that exceeds
the mandate of Proposition 203 is unconstitutional Any law passed by the legislature that did
not further the stated purpose of Proposition 203 would be unconstitutional We encourage you
to consider this when enacting rules so that the State will avoid unnecessary litigation.



We hope you take owr comments as they are intended; as constiuctive commentaries on
proposals that may make the 1ules ultimately promulgated by the Department of Health Services
comply with the faws and Constitution of Arizona We would be happy to expound on any areas
you may desite additional comment




Box 61, Tucson, Arizona 85702

27712011

Office of the AZDHS Director:
150 North 18th Avenue
Phoenix, Arizona 85007

Dear Director Humble and office of AZDHS,

We are Green Leaf Relief, a Arizona nonprofit since 2009, devoted to medical marijuana
patients and supporter of medical marijuana research.

We have had hundreds of hopeful medical marijuana patients contact us through our
website Our goal is to open a model dispensary that brings credibility to the Arizona
Medical Marijuana Program We would like to commend you and your office for using
the public comment format in designing the rules of this program We support the drafied
rules about security and transportation Thete are a few minor rules that many of our
patients hope to change and I will leave those smaller issues for them to individually
comment online.  As a group, all of the patients we’ve talked with are against the basic
idea of Medical Directors. Throughout the state we may end with 50 or more medical
directors. This will eventually lead to confusion and non-uniformity among the
dispensaries Patients will get slightly different opinions from different medical

directors 1 try to think of another industry that has something similar to medical
directors, something to model our industry afier, and I can’t think of anything that’s
similar Prescription pharmacies have a licensed expert on call but a board governs all
pharmacies The Arizona State Board of Pharmacy They do not have individual medical
ditectors making up different educational programs and advice for different pharmacies

We feel the Arizona Medical Marijuana Program does not need a large number of
independent medical directors. The non profit dispensaries need a non profit Arizona
Board of Medical Marijuana Dispensaries which would inciude doctors and other citizens
sitting on the board working to bring uniformity to the Medical Marijjuana Program We
hope to create a well-regulated medical marijuana program and feel the draft rules
creating medical directors as written will create more problems than solutions

Sincerely,
Steven Gonzales,

President
Green Leaf Relief
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Office of the AZDHS Director:
150 North 18th Avenue
Phoenix, Arizona 85007

Dear Mr. Humble and office of AZDHS,

We are Green Leaf Relief, a Arizona nonprofit since 2009, devoted to
medical marijuana patients and supporter of medical marijuana research.
We have had hundreds of hopeful medical marijuana patients contact us
through our website. Our goal is fo open a model dispensary that brings
credibility to the Arizona Medical Marijuana Program.

We are in support of many of the draft rules. However, labeling that suggests
marijuana can cause cancer or hearth attacks is wrong. Many people
incorrectly assume that marijuana and cigarettes have the same risks,

The attached medical research evidence shows that:

1. Marijjuana users ar¢ actually less likely to get cancer than non users. See
attached summary of large study that was commissioned by the federal
government, which shows marijuana, can actually prohibit cancer.

a. A researcher in Spain whose study on rats with brain cancer shows that
one of the active ingredients in marijuana kills cancer cells without
damaging nearby healthy cells.

b. Researchers at California Pacific Medical Center Research Institute
published a report showing that marijuana can inhibit the spread of
breast cancer.

c. Investigators at University of Wisconsin School of Medicine reported
that the administration of cannabinoids (found in marijuana) halts the
spread of a wide range of cancers, including brain cancer, prostate
cancer, breast cancer, lung cancer, skin cancer, pancreatic cancer, and
Iymphoma.
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Summary of Marijuana research and the sources of that research

Many people just assume that marijuana is similar fo tobacco when it comes
to causing cancer. Some will quote Dr. Donald Tashkin, one of the few
American doctors who have been allowed to study marijuana.

In 1990 he did a study that stated marijuana has more carcinogens than
cigarettes. This originally led everyone to believe marijuana could cause
cancer. However, several years after that first report he was given another
government grant to document a stronger connection between lung cancer
and marijuana smoking, Dr. Tashkin received a very large grant from the
National Institute of Drug Abuse. With over 2,200 subjects, the research was
one of the largest case control studies of its kind ever! However, to his
surprise, this time, Dr. Tashkin found the opposite of what he expected.
Users of marijuana had lower chances of developing cancer than those who
did not smoke marijuana. His studies showed that perhaps the cannabinoids
found in cannabis are such powerful anti-cancer agents that they can prevent
the development of cancers even in the presence of cancer causing agents.

Then in 2003 Dr. Manual Guzman from the University of Madrid did a
study with cannabinoids injected into the brains of rats with brain tumors.
He found Cannabinoids are selective antitumour compounds, as they can kill
tumour cells without affecting their non-transformed counterparts. The
cannabinoids found in cannabis can not only slow the growth of tumors, they
can actually selectively kill cancer cells.

In November 2007, researchers at the California Pacific Medical Center
Research Institute published a report showing that the non-psychoactive
cannabinoid, cannabidiol found in cannabis can inhibit the spread of breast
cancer.
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In January 2008 investigators at the University of Wisconsin School of
Medicine and Public Health reported that the administration of cannabinoids
haits the spread of a wide range of cancers, including brain cancer, prostate
cancer, breast cancer, lung cancer, skin cancer, pancreatic cancer, and
lymphoma. Like Dr. Guzman's research, the report noted that cannabis
offers significant advantages over standard chemotherapy treatments
because the cannabinoids in cannabis are both non-toxic and can uniquely
target malignant cells while ignoring healthy ones.

Resources of research on marijuana and cancer used in this letter:

1. Tashkin, D P, Pulmonary Complications of Smoked Substance Abuse Western
Journal of Medicine 1990 May, 152:525-530 pg 525-526

2 Guzman M , [2003] Cannabinoids: potential anticancer agents. Nat Rev Cancer
3(10): 745-55

3. Mia Hashibe, Hal Morgenstern, Yan Cui, Donald P. Tashkin, Zuo-Feng Zhang,
Wendy Cozen, Thomas M Mack, and Sander Greenland, Marijuana Use and the Risk of
Lung and Upper Aerodigestive Tract Cancers: Results of a Population-Based Case-
Control Study

4 Cancer Epidemiology Biomarkers Prev 2006 15: 1829-1834.

5. Sean D McAllister, Rigel T Christian, Maxx P. Horowitz, Amaia Garcia and Pierre-
Yves Desprez Cannabidiol as a novel inhibitor of Id-1 gene expression in aggressive
breast cancer cells, Molecular Cancer Therapeutics, November 1, 2007 6, 2921

6 Cannabinoids As Chemo Treatment, Journal of Cancer Research, Jan 31, 2008

Also of interest is the youtube video titted RUN FROM THE CURE, in which many people
claim to have been cured of cancer by taking concentrated doses of marijuana.

We respectfully ask you to remove the warning that marijuana can cause
cancer and please support cannabis research.

Thank you,
Steven Gonzales, President
GREEN LEAF RELIEF



Thomas Salow

From: Will Humble

Sent: Tuesday, February 08, 2011 8:33 AM
To: Thomas Salow

Subject: FW: Possible change to the Draft Rules

For the record

Will Humble

Director

Arizona Department of Heaith Services
hitp-/directorsblog.healih, azdhs.gow/

From; isaac@holistichemp.org [mailtotisaac@holistichemp.org]
Sent: Tuesday, February 08, 2011 8:30 AM

To: Will Humble

Subject: Possible change to the Draft Rules

Good Merning Mr. Humble,
First off, thank you for the great Youtube videos and online resources, Keep them coming!

While tightening up our business plan and how Holistic Hemp will work within the regulations set forth by
the state, I noticed under the product labeling section (R9-17-316) the following:

" . If medical marijuana is provided as part of an edible food product, a dispensary shall, in addition
to the information in subsection (A} provide ..."

I have no problem with any of the labeling requirements set forth and I think they are looking great thus
far. The oniy part of the {abel that might look out of place is having them say "ARIZONA DEPARTMENT OF
HEALTH SERVICES' WARNING: Smoking marijuana can cause addiction, cancer, heart attack, or
lung infection and can impair one's ability to drive a motor vehicle or operate heavy machinery”.

Obviousiy, the patients wiil not be smoking the edibies. 1 think we both can agree on that.

I am curious to see if you have any idea what the new warning to be placed upon the edible products will
look like, because we are currently working on getting our labeling system and inventory control systems
fine tuned so that we can provide samptes of labeling within our application to the state,

Hope to hear from you soon and hope your morning is going great!

Isaac Holland Boda
Co-Founder of Holistic Hemp
480.694.1892
www.HolisticHemp.org




Thomas Salow

From: Jordan Rose [JRose@roselawgroup.comy]
Sent: Thursday, February 10, 2011 3:37 PM
To: Thomas Salow

Cc: Heather Chadwick

Subject: Potential MM Rule Suggestions

Tom — | hope all is well - albeit chaotic | am sure. You have a fascinating task that is for sure! [ have compiled a number
of suggested changes to the Rule that | thought | would pass along to you for consideration/questions  The main issue we
see is making sure that the State ends up with the most responsible owners but doing this in @ way that is objective and
minimizes the potential lawsuits that might be filed due to subjectivity | think it is in the voters best interest to try to
assure the most responsible owners are selected and | think we have a number of suggestions below as to how best to
objectively “gate” the lottery to allow only the best to be included in that first step lottery process. If it is remains a lottery
with only a background check, business plan, 5k fee, and zoning/use permit “gate” 1 am afraid there will be many more
recreationally based applicants put into the lottery than the more responsible, medically based potential owners (just given
that there are many more of those types of applicants cut there then there are truly medically based people) [ hope some
of these suggestions may be useful to you:

1. How can we be sure that those applying for licenses have the financial wherewithal to implement
DHS’ rigorous safety and health requirements?

Impose a cash on hand 1equitement during and throughout the DHS application process, ptiot to being accepted
into the lottery The curtent lottery system proposed in the Draft Rules has eliminated the ability of the State
and local governments to help make sure that only the best and most able applicants actually end up with a
dispensary license The State and local governments in Atizona have a strong public safety interest in making
sure that only the most qualified applicants end up with a dispensary license. While having sufficient capital to
implement security, health, and other requirements is not dispositive on whether or not an applicant is a quality
applicant, it certainly is a least one good piece of evidence that the applying party is likely tobe fitto run a
dispensary. With that in mind we propose that all applicants for a dispensary license be required to show that
they have sufficient funds in the bank to allow them to cover the estimated average costs associated with
implementing the rigorous requitements of build-out (including all health and safety/security considerations) in
compliance with DHS requirements and to operate over the first year of business. See the attachment for a
breakout of these expected costs for startup and operation in year one. Those that cannot currently demonstrate
that wherewithal are likely to be the ones that bring on new funding partners after they win the lottery. In these
instances the State will have already given its blessing to a group to move forward even though that group is
now bringing on new investors who were not previously identified and have not been vetted. The following
proposed change would requite applicants to show their financial viability at the time of application and again
before an application is approved (we are compiling an estimate now and will have that to you later today):

R9-17-303(B) Insert: (9) A letter from a licensed financial institution indicating that the entity applying
for the license has an open account with not less than $750,000.00 in cash (this is an estimated average cost
associated with implementing the rigorous requirements of build-out, including all health and safety/security
considerations, in compliance with DHS requirements and to operate over the first year of business) in an
account. The letter must be updated one time and provided to the Department at the time the
Department requests it prior to final approval of any Application. If the letter is not timely updated
pursuant to this section then the application will be deemed incomplete.

2. Local law enforcement should approve of the Applicant’s Security Plan Right now the Applicant for a

dispensary license is required to submit a Security Policy to the Department of Health Services in order to

qualify for the lottery pursuant to Draft Rule R9-17-303(B)4)(c) This requirement is essential however, it

could be strengthened by requiring the County Sheriff’s Office to review and approve of the Security Plan prior

to its being accepted by DHS This will give the State and the local jurisdictions a greater level of comfort that
1




the Applicants have put real time and thought in to how to operate a safe and secure dispensary before they are
allowed to potentially be awarded a license An Applicant who is unwilling or unable to meet this requirement
is not the type of operator that the State should be intetested in sponsoring. The following change could
implement this important step (Bold language to be added to current Draft Rule):

R9-17-303(B)4)(c) “Security signed aoff on by the Sheriff’s Office of the County in which the proposed
dispensary is to be located (this may invelve paying a fee for this review service to the County Sheriff),
and”

3. The local government should confirm land use entitlements prior to submittal into the lottery. DHS Draft
Rule R-17-303(B)5 currently states that before a dispensary registiation certificate application will be processed
the applicant himself must certify that he is in compliance with local zoning restrictions. The language should
be mote specific and 1equire that the appropriate jurisdiction complete a form certifying that the applicant’s
location meets all of the local jurisdiction’s zoning restrictions necessary to operate as a medical marijuana
dispensary including if applicable a use permit and any other special requirements under that jurisdictions land
use regulations. Having the local government confirm land use entitiements will filter out some potential
lottery participants who either do not understand that they do not have the proper entitlement or who would be
dishonest in self reporting the same Changes are suggested below

Rule R9-17-303(B): To apply for a dispensary registration certificate, a person shall submit to the
Department the following:

5. A-sworn-statementsipned-end-dated-by—the-individual-orindbaduals-in-R9-17-301-{prineipal
oftficers—of the-dispensarylcertifiring A completed certification using the prescribed form
signed by a representative of the appropriate jurisdiction’s planning department or other
equivalent authority that the dispensary is in compliance with local zoning restrictions and has
received all necessary approvals and permits (i.e. Use Permits, Variances, etc.) required by
the jurisdiction and is fully entitled by that jurisdiction to obtain a building permit with the
intent to lawfully operate as a medical marijuana dispensary subject to the provisions of this
Chapter

4. Applicant should commit to giving back to the community and this be requited prior to admission into the
lottery A RS Title 36 Chapter 28 1 requires Medical Marijuana Dispensary to operate on a not-for profit
basis. Consistent with this, DHS Draft Rule R-17-303(B)6 and 7 1equire a dispensary registration certificate
application to include details of the dispensary operation’s plans to dispose of revenues and receipts and to
operate on a not-for profit basis. Establishing a community “give back” bench mark should be a pre-requisite
for a complete dispensary registration certificate application in order to ensute the dispensary operation not only
follows through with their plan but that there is some material benefit to the community at large. Potential
operators that are unwilling to give back to the community should not be expected to operate as a not-for-profit
as requited and should be filtered from the process Therefore, it is advisable to requite the applicant to identify
a charity, medical research center, or other philanthtopic organization to be the beneficiary of the dispensaries
excess revenues Changes are suggested below.

Rule R9-17-303(B)6: The dispensary’s by-laws containing provisions for the disposition of revenues
and receipts including:
a. adescription of the formula used to calculate excess revenues and receipts totaling the amount
that will be donated to a local charitable organization
b. the identity of a local charity, medical research institute, or other philanthropic community
based organization that will benefit from the dispensary’s donations of excess revenues and
receipts




5. What can be done to promote the honest accounting of this business and allow authorities to moniter
irregular transactions?

Provide that credit or debit cards be the primary currency in transaction involving medical marijuana. It is in
everyone’s best interest if the medical marijuana industry does not become an all cash business. In fact, the
opportunity for abuse grows as the use of cash expands in this industry Preferring credit or debit card
transactions creates a situation where the State can more readily monitor and trace, if necessary, the source of
funds for given transactions. It is a lot more difficult for organized crime to work around and game the system
if there are credit and debit card receipts for everything purchased In addition, the tracking of every seed from
planting to the end customer is more easily accomplished if the transactions accompanying the sale from the
cultivator to the dispensary and then from the dispensary to the patient ate done to allow easy electronic
tracing We believe this a great opportunity to stop criminals who would otherwise look to profit off this
system fiom taking advantage of the State. With this in mind we propose that a Rule be added to requite that
90% of all t1ansactions involving the sale of medical marijuana to patients be done with credit or debit cards
and that all purchases from cultivators be made by way wire transfer or automated clearing house (ACH)
transactions This Rule would read:

R9-17-309(A) Insert: (8) Require its customers to utilize credit or debit cards such that not less than ninety
percent (90%) of all sales to patients are done with credit or debit cards and shall save records of such
transactions that are subject to Department inspection.

(9) only purchase medical marijuana from any cultivator not sharing the same
license as the dispensary by way of wire transfers or automated clearing house transactions.

What can be done to make sure that dispensaries are operating in accordance with Arizona law?

6. DHS site inspections should happen every year and result in a letter indicating the sites compliance with
Arizona law. In order to be sure that dispensary licensees are not in violation of Arizona law and to protect the
safety and health of all Arizonans it is essential that each dispensary receive an annual inspection for
compliance with law. The following modification will implement this important change:

R9-17-308(B) Modify as follows: Except as provided in subsection (D), an on-site inspection of a dispensary or
cultivation site shall occur at a date and time agreed to by the licensee and the Department that is no later than
five working days after the date the Department submits a written 1equest to the dispensary to schedule the
certification or compliance inspection, unless the Department agrees to a later date and time  The Department
shall conduct at least one (1) inspection of each dispensary during each calendar year. At the conclusion of
each inspection the Departinent shall issue a written certificate of inspection to the licensee indicating that
the site was either in compliance with Arizona law at the time of the inspection or that the dispensary was
operating in violation of Arizona law and, in the case of a violation, indicating the specific grounds for such
violation.

7. Clarify that you can have emergency exits and delivery doois. The Initiative itself was careful to stress
security of the dispensary locations It included a provision providing for only one “secure™ entry for the
dispensary This provision has left some uncertainty regarding whether or not emergency exits and delivery
entrances are appropriate for dispensaries. Certainly, the drafters of the Initiative did not intend to leave
emplovees and those inside the dispensary with no way out in an emergency such as a fire Further, there are
many security advantages to the ability to have secure delivery entrances that ate not on the front of the
building. For example some have suggested implementing security measures where a delivery truck could
actually pull into the building through a secure roll door that could be lowered once the delivery vehicle is

3




safely inside. This makes much more sense than having deliveries through the same door that the public is
using to access the building We suggest adding language to Diaft Rule that will maintain the requirement for
one doorway for public access while allowing for a separate point of access for employees to receive deliveries
and transfers, as well as for secute alarmed emergency exits as may be necessary to provide for a safe working
environment. Specific language is below.

R9-17-317(H) A dispensary shall have only one public entrance and may have a separate secure entrance
for deliveries of all marijuana, marijuana plant, and marijuana paraphernalia and may have as many secure
emergency exits as are necessary to for the safe operation of the dispensary.

Jordan R. Rose
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Director Will Humbie
AZDHS

150 N. 18™ Avenue
Phoenix, AZ 85007

RE: Public Forum on Prop 203

Dear Mr. Humble,

First, | would like to thank both you and your team for working hard and with what appears to me to be
an open mind towards cannabis reform. | feel you're all doing your best with a difficult situation.
Nothing in life is perfect and | apologize for those who aren’t aware enough to share their opinions and
feelings in a positive manner.

There are two areas that are important to me that | would like you to consider:

1. Itis my understanding that there will be some final rulemaking regarding what disorders wili
be included for cannabis prescriptions. Mental illness is a difficult area for anyone to
understand; sometimes especially for the person who is suffering from the illness. | went
through many rough years dealing with my own disorder. It’s difficult to describe
completely, but one doctor explained it best as a mental seizure in instances of more
intense stress due to PTSD. These seizures are often followed by bipolar swings affecting
myself, my career, my relationships, etc. I've spent tens of thousands of dollars talking to
psychiatrists and purchasing new legal pharmaceuticals that cost over 5500.00 a month; all
in the pursuit to not hate myself for not being able to fix it. They all made me feel awful;
lethargic, sleeping all the time, falling asleep in my chair at work (try and explain that one to
your client), | gained all the weight | lost {over 100 Ibs.) back due to intense cravings for
sugar and carbohydrates {even though too much sugar on this particular legal
pharmaceutical could cause all kinds of problems including death). | could go onand on. |
have used rannabis and | find with reasonable usage that | feel very gnod, 'm able to handle
stress much more even when 'm not under direct influence and | don’t have these seizures
even when life keeps coming at you like a freight train. 'm losing weight again, exercising
more, generally happier, eating better and having better social interactions. I've even made
a major change in my life and 'm in college in my late thirties working towards my first
bachelor’s degree and 'm holding a 3.98 and will continue to do so. | put all of this in here
so that you know that there are many good, hardworking people out here that you are
helping. Nothing is perfect for everyone and this is why good direction by quality physicians
will be important.



2. Inmy reading of the prop and the rules | understand that a patient can cultivate their own
cannabis if they live further than 25 miles away from a dispensary. | would appreciate if you
would consider, if possible, allowing patients within the 25 mile radius to grow anly two of
their own plants. One plant in the vegetative stage and one in the bloom stage. Thisis a
tremendous savings to a patient that has an aptitude for cultivation and would like to save a
tremendous amount of money on their prescriptions. Having a strict amount of plants wouid
control the yield and would make it very difficult for patients to use it in the wrong way by
dealing it to others. In a time where the economy is having a rough time with what at times
seems to be no end in sight | feel that having this option for patients would be a tremendous
kindness and also allow patients to truly know what the quality of their cannabis is. The
potential patients I'm aware of would never jeopardize having this right by abusing it.

Thank you for taking the time to read my suggestions. | would like to come to a meeting and voice my
opinions and suggestions, but believe it or not I'm much more concerned with people knowing that I'm
working through my life with a mental Hiness than | ever would be about people knowing that | use

cannabis, If my words are worth to you even remotely what they are to me then please use them when
the time is right.

Sincerely,

Citizen



‘ PU B Li C H EALTH ' Barbara Worgess, MPH, Chief Health Officer
SERVICES DISTRICT

COCONINO COUNTY

2625 North King Street
Flagstaff, Arizona 86004

February 14, 2011

Will Humble, Diractor

Arizona Department of Health Services '
150 18" Avenue

Phoenix, Arizona

~ RE: Draft Rules for Implementation of Medical Marijuana Program
Dear Director Humble:

We appreciate the opportunity to provide comments on the Draft Rules for the Medical Marijuana
Program dated January 31, 2011. While in several areas, we believe the January 31 draft presents
significant impravement over the Daecember 17, 2010 Draft Rules, we belisve there continue to be several
areas that have not been adequately addressed and some new areas of concern

R9-17-101.14. Throughout the rules document you use both the terms “dispensary agent' and
“designated agent of the dispensary” Are these interchangeable? If yes, we suggest using the same
term throughout the rules rather than changing it. However, in a few places, it seems like these might
have different meanings, i e, the designated agent of the dispensary might have a higher level role than
just any "principle officer, board member, employee or volunteer ” (ARS §36-2801)

R9-17-302.B. The method of allocating Dispensary Registration Certificates described in the draft rules
ensures there will be no concentration of dispensaries in any particular area of the state. Given this
process, it seems there is an oppertunity to give local governments (cities, towns and counties,
depending on the location of the Dispensary within the CHAA) a voice in the selection of the dispensary.
This would be similar to the role local government plays in the issuance of liquor licenses It is unclear
why you would want a less rigorous process in selecting medical marijuana dispensaries that in selecting
liquor license recipients The process to obtain local government input could be a simultaneous process
to the state’s review of applications to ensure they are complete

R9-17-309. A.4. This section of the rule establishes the need for all employees and volunteers of the
dispensary and the food production site to possess a dispensary agent registration identification card,
which as we understand i requires an annual $200 fee If the food production site is restaurant kitchen or
catering kitchen, this has the potential to be a very large number of individuals We suggest you consider
a group discount once the number of employees and volunteers reaches six (6) This number does not
include principle officers or board members .

R8-17-315B.7 ¢ The rule regarding the method of disposal of unusable marijuana shouid be consistent
with R9-17-308 1c. "Disposing of unusable marijuana , which may include submitting any useable
marijudna to a local law enforcement agency;

Rg-17-317.D We suggest you add marijuana edibles shall be transported in a protected manner to avoid
contamination during transportation

R9-17-321.C. With the rule that now ensures only one dispensary within a CHAA, it is likely in the rural
areas of the state that there will be substantial distances between dispensaries (except in the
metropolitan areas). If the state were to revoke a dispensary registration certificate, the individuals who
are served by that dispensary would need to travel to another dispensary to obtain their medical
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marijuana.  While they would be 25 miles from the next closest d|spensary and, therefore, able to grow
their own plants, this could not be accomplished within a two week period Has any consideration been
given to enabling patients to purchase a larger quantity in this circumstance only, to avoid having to travel
long distances (it could be up to 4 %2 hours in this county) every two weeks? Also, will the qualifying
patient be able to start growing their own, in this specific circumstance, wh:le still obtaining the medical

marijuana from the next closest dispensary.

R9-17-318. It appears that AzDHS is leaving the detail of regulation of medical marijuana edibles
production to the local health departments. Our County will be modifying our local ordinances to this
purpose. However, by leaving it to each individual county, AzDHS is ensuring that there is no common
set of rules or processes across the state resulting in an inconsistency in how this is addressed.

Finally, the rules continue to be silent on the use of vaporizers or hookahs in public places We believe
this Use shotld bé prohibited in public places and the rules should state this.

If you have any gqueastions about our comments, please feel free to contact me at 928 679 7330.

Sincerely,

,
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Barbara L. Worgess, MPH
Chief Health Officer




City of San Luis
City Attorney
PO Box 1470« 1090 E Unlon Streat - San Luis, AZ 85349-1170 - Ph (928) 341.8520 - Fax (928) 341-8538

GLENN.) GIMBUT, Esg

February 14, 2011

Mr. Will Humble

Director

Arizona Department of Health Services

150 North 18th Avenue sent by facsimile and mail
Phoenix, Arizona 85007

Re: Proposed Rules Regarding Proposition 203 and Medical Marijuana

Dear Director Humble:

This letter is being written as a comment on the proposed rules of the Arizona
Departiment of Health Services regarding Proposition 203 and Medical Marjjuana

The City of San Luis notes the press releases of the Department and your personal
concems with the impact of cultivation of marijuana and residences  Youz concern that this
occur safely without creating a hazardous or unhealthy situation in residential hounsing units is
quite valid. The fact that the budget of your department has been slashed as a result of fiscal
concems of the State ol Arizona heightens the challenges faced in dealing with regulation and
being able to ensure that the public is adequately protected with respect to bagic health and safety
issues In this regard, it is suggested that local governments can be of assistance to the State, and
should be employed as a zesource. Many political subdivisions, not just citics, towns, and
countics, employ staff to do inspections to ensure that proper building and safety codes are being
complied with when uses ar¢ established. In order for cultivation of marijuana to occur in a safe
manner that does not impose unnecessary risks with respect to fire, electrical, plumbing,
sanilation, or ventilation, the following needs to be added to the rules for the Medical Marijuana
Program. It would appear that this should be added to Article 1 and should be new section R9-
17-109:

Nothing 1 these Rules shall limit the authority of political subdivisions to
regulate building, ¢lectrical, fire, plumbing, ventilation, sanitation, environmental,
or other health or safety concems with respect to cultivation, storage, distribution,
or use of medical marijuana

Thank you for vour time and consideration,

JUAN CARLOS ESCAMILLA, Mayar MARIC BUCHANAN JR., Councll Member MARCO A PINZON. Cauncll Member RAFAEL TORRES, Count! Momber
GERARDQ SANCHEZ, Viee Mayor AFRICA LUNA-CARRASCO, Coungll Memboar JOSE LEONARDO SUAREZ, Countil Mamber RALPH VELEZ, Clty Manager




Director Will Humble

Arizona Department of Health Services

Re: Proposed Rules regarding Medical Marijuana
February 14, 2011
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City Attorney
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Testimony of Joe Yuhas of the Arizona Medical Marijuana Association
before the
Arizona Department of Health Services Hearing Panel
February 15, 2011
Tempe, Arizona

Shortly after the voters approved Proposition 203 — the Arizona Medical Marijuana Act
this past November, those of us who initiated the successful campaign to secure
passage of the Arizona Medical Marijuana Act recognized the need to remain together
on a permanent basis. To commit ourselves to do all we could to see that the Act was
implemented with the highest of possible standards. So medical professionals,
attorneys, and responsible prospective dispensary operators came together to form the
Arizona Medical Marijuana Association.

The passage of Prop 203 was just the beginning. Once the voters had spoken, it
became the responsibility of all of us to carry out their will. To that end, the Arizona
Medical Marijuana Association members committed themselves to do their part in
meeting the needs of patients through strict adherence to the laws of Arizona and the
highest level of standards and regulation of this new industry.

High standards and regulations. These were not words simply pulled out of the air. Our
roots go back three years, when we initially put pen to paper to draft the language of
Prop 203.

From the very beginning, those of us who played a role in crafting the initiative
recognized that, beyond the controversial nature of the matter, Arizona voters were well
aware of the mistakes made in other states that had adopted medical marijuana laws.
To secure voter support, we needed to put before them a program that incorporated the
best practices of the 14 others states that had approved medical marijuana laws, while
avoiding the numerous mistakes made in those states.

For example, when California voters approved its medical marijuana law, it essentially
created an unregulated industry. There were no standards for patients and just who
would be eligible to obtain a recommendation from their doctor and there was also no
oversight of doctors.

There were no provisions for dispensaries — who would operate them and just how they
would operate. In fact, there wasn’t even a limit on the number of dispensaries, which
allowed them to simply pop up like any other retail establishment across the state.

There was no regulatory oversight of this new industry. Hearings such as this, let alone
the designation and empowerment of a regulatory agency and a rulemaking process
that would guide the industry, was non-existent.

How could these and other provisions even be included in the California initiative? After
all, it was only one page. That's right—the California medical marijuana initiative
consisted of one SINGLE page.

From the very beginning, our approach was differeni.




Unlike California and other states, we drafted the Arizona initiative with high standards
as a goal, not an afterthought.

Unlike California, we outlined the specific medical conditions in which doctors would be
able to recommend the use of medical marijuana by their patients.

Unlike California, we called for a limited number of dispensaries.

Unlike California, we empowered local communities to establish reasonable zoning
restrictions.

Throughout the campaign and across the state, in countless public presentations,
forums, debates, editorial board meetings and media interviews, we repeated again and
again our commitment to these high standards.

And unlike California's one page initiative, we developed a comprehensive 36 page
initiative. Over 250,000 voters signed a citizen’s petition placing the measure on the
ballot. That's 36 pages of detailed requirements that would set the stage for the best
medical marijuana program in the nation.

But what perhaps separated Prop 203 most from efforts in other states is that it vested
broad rulemaking and regulatory authority in the hands of the Arizona Department of
Health Services.

And appropriately so.

Whatever was lacking in the initiative language.. whatever AZDHS and policymakers
felt was necessary to further strengthen the program and its processes...whatever was
necessary to insure that the needs of patients were best met .we wanted to give
AZDHS the authority to do so. We had and continue to have great confidence that such
authority, through a responsible rulemaking process, would be used properly. That
appropriate regulations would be developed that strike a balance in protecting the public
interest while preserving the commitment to patient needs and high industry standards.
Avoiding unreasonable and unnecessary regulations and taxation that contribute little to
high standards and only result in the unintended consequences of increased cost to
dispensaries and the patients they serve, simply driving patients back to the criminal
market.

So following the crafting of the initiative and our campaign for its passage, it should
come as no surprise to anyone that during this rule-making phase, our Association has
remained consistent in our call for high standards.

The need for those high standards is not just our opinion. It is a view shared by the vast
majority of Arizonans. You will be pleased to know that Arizonans support the approach
AZDHS has taken in the draft.

Three weeks ago, our Association commissioned a poll. We retained the experienced
and respected Phoenix-based public opinion polling firm of Behavior Research.
Behavior Research is widely looked to by the media from across the state for its insight



into public attitudes. it includes among its hundreds of clients, elected officials, and even
public agencies in state government,

A total of 700 interviews of adult heads of household throughout Arizona were
conducted between January 22 and January 27, 2011. The overall margin of error for
this study is +/-3.7 percent.

Based on the findings of this poll, it is clear AZDHS is on the right track and the public
supports its efforts as it develops tough but fair rules.

For example, we can say with great confidence that the vast majority of Arizonans — 71
percent of them - are particularly pleased to see that the requirement that dispensary
officials and agents be residents of Arizona was not only preserved, but strengthen. Our
Association called for an increase in the two year period proposed in the first draft to
three years. With AZDHS entrusting those most familiar with Arizona and its
communities with the responsibilities of operating a dispensary, one more important
step will be taken to ensure that the mistakes made in other states were not repeated
here in our state, and in fact, those who may have been a part of those mistakes are
denied the opportunity to repeat them in Arizona.

Arizonans also support close regulation of cultivation facilities. That's reflected in the
broad support — by 56 to 20 percent - of the elimination of the requirement that each
dispensary cultivate most of its own product. Arizonans prefer, as now called for in the
draft, fewer cultivation facilities that can be more easily monitored and regulated.

We also asked about the doctor-patient relationship. Arizonans support — by 53 to 39
percent — the proposed rules draft that largely reflects of the same high standards that
guide the doctor-patient relationship in regards to pharmaceutical drugs.

These charts and the detailed findings of our survey are attached to the copy of this
testimony.

Viewed in their entirety, these results reveal something particularly insightful. Arizonans
want a closely regulated industry. They want high standards.

And so do we.

As our Association did in the initial public comment period, and now with even greater
confidence that this is what the public demands, we will submit detailed comments and
suggestions calling for additional high standards later this week that seek to improve
upon the fine work of AZDHS in this latest draft.

Out of respect for your time and that of others who will testify before you today, | would
like to focus on two particular issues that we believe need to be addressed if the high
standards that are coveted by our Association, the Department of Health Services, and
the people of Arizona are to be achieved.

At the hearing in Tucson tomorrow, we'll discuss the laudable effort by AZDHS to insure
patient access in greater Arizona, and just how that can be fulfilled while also meeting
the needs of the highest concentration of patients in the metropolitan areas.




Today, however, | would like to focus on the process of designating dispensary
operators.

As you know, the draft currently calls for random selection of a dispensary applicant in
those cases where multiple complete applications have been submitted for a particular
region.

Essentially a lottery. o

We believe a lottery is inconsistent with the intent of Prop 203. It fails to achieve the
goal for high standards the vast majority of Arizonans have, which our Association
shares, and which thoughtful community leaders and policymakers will demand.
Because it will not yield the best, most qualified, and most capable operators, it creates
an almost unlimited number of unintended consequences.

First and foremost, the needs of patients will not be met. Sure, patients will be served
by a patchwork of dispensaries and their operators who were chosen not through a
competitive process based on ability or qualifications, but by luck. Patients aren’t forced
to select their doctors or pharmacists by luck. And medical professionals don't become
doctors and pharmacists as a result of luck. It is the result of qualifications and
standards. So why should patients and their doctors be forced to turn to dispensaries
that are the result of luck?

Second, | am aware of a number of non-profit institutions and healthcare professionals
— including those that have already met the high standards demanded by AZDHS
because they deliver other health services - that have a genuine interest in meeting the
needs of patients through a proper and regulated medical marijuana program. It is
important to emphasize that many of these individuals and organizations are already
regulated and meet the high standards of AZDHS and other state agencies. But in
developing a program to meet patient needs, they are reluctant to enter a game of
chance to do so, considering it an irresponsible use of funds they have a fiduciary
responsibility to protect. Moreover, they understandably do not want to risk their good
name and reputation by being associated with an industry that is designed to be
mediocre at best, consisting of pot shop-style dispensaries Prop 203 was designed to
discourage.

Third, for those prospective dispensary operators of a high caliber who still may remain
committed to seeking the opportunity to meet patient needs, a lottery changes their
strategy. Rather than go through the considerable expense of developing and being
graded on a well thought-out and detailed business plan, a highly structured Board of
Directors, and the offering of a menu of diverse patient services that transform a
California-style pot shop into a true wellness center, a lottery simply encourages them to
downgrade their plans and just buy as many $5,000 lottery tickets as possible. The end
result is a program that is dumbed-down by encouraging mediocrity.

In discouraging highly qualified potential dispensary operators, a fourth unintended
consequence becomes obvious. Because a lottery will attract a disproportionally larger
number of potential operators who otherwise may not be competent to participate in a
more competitive process, a larger percentage of less-than-desirable operators stand to
prevail through a game of chance.



Fifth, because a larger number of dispensary operators will obtain entry into the industry
based not on qualifications but luck, we can expect an increased and long-term financial
and staff burden on AZDHS, the Department of Revenue, the Attorney General, and
other state agencies as they carry out industry reguiatory obligations. Ironically, media
reports indicate that AZDHS leadership viewed the lottery as a reasonable means to
award dispensary licenses in order to contain program implementation costs. Quite the
opposite will occur if a large percentage of dispensaries present ongoing and long-term
costs for needed oversight, enforcement actions, and litigation. And that burden won't
just fall on the shoulders of AZDHS. It is a burden that will also be inherited by local law
enforcement, building code and zoning officials, and local elected officials. Of course, it
will also be a particularly troublesome burden for the residents and businesses of
nearby troublesome dispensaries.

Finally, with the resulting controversies and legal entanglements brought on by
dispensary operators who hit the lottery, but had no business being in the business — or
worse yet, violated the public trust — lays the foundation for the repeal of Prop 203. The
lax regulatory environment and ability for clearly under-qualified dispensary operators to
set up shop in Montana is the reason why lawmakers there are in fact currently
considering such action.

There is a better way. Other states — most notably Maine and Rhode Island ~ have
utilized a competitive application process and scoring system to identify the most
qualified dispensary applicants that are likely to best meet patient needs. in our detailed
commeitts we will submit later this week, we'll propose a process and more specific
applicant requirements than will result in the identification of the best applicants.

Allow me to share one suggestion. It's appropriate, it's fair, and it's objective.

We believe that potential dispensary operators should be required to demonstrate some
reasonabie leve! of capital availability to secure a license.

Before it opens its doors, nearly every business requires some level of capitalization. In
fact, well known and successful franchises require evidence of net worth and availability
of liquid capital by a franchisee.

McDonald's

Taco Bell

Dunkin Donuts

Palm Beach Tanning
GNC

ValPack

In many ways, AZDHS is being asked to grant a franchisee to dispensary operators.
True, it is not a franchisee to sell hamburgers, tacos, tanning services, or vitamins.

It is a franchisee for something far more important.

It is a franchisee of trust.



No medical marijuana dispensary will be profitable on day one—at least legally. In order
to best meet patient needs and be held to a high standard, we believe a medical
marijuana dispensary in Arizona should have at least a minimal level of demonstrated
capital to cover the considerable expenses of development of a basic facility that, done
right, can expect to cost a minimum of $100,000. Beyond that, isn't additional capital
needed for employee hiring and training before the doors are even opened? And what
about the considerable capital for its cultivation program or initial inventory? With a
considerable ramp-up period while a patient base evolves, how does a dispensary
cover it initial basic costs? Does the applicant have the funding in place to provide a
patient record keeping program, inventory control program, and a building with onsite
parking, a security system, a hand wash sink and a toilet---all items and more that are
called for in the current rules draft. You get the point.

Simply put, shouldn’t the people of Arizona not only expect the most capable and
responsible dispensary operators, and that the trust we place in them be valued more
than at least a junk mail franchise?

Given the absence of a requirement to demonstrate capital availability, here is the
frightening part. We all know that conventional financing avenues available to a fast
food restaurant franchisee, such as a bank or small business loan, will not availabie to a
medical marijuana dispensary. So where can underfunded lottery winners go? We'll
never know under the current rules, and won't be permitted to.

Distinguished members of this panel .. those gathered here who worked tirelessly to
secure passage of Prop 203 . .aii the people of Arizona who care deeply about our
state. Mark my words. A lottery system, which we never anticipated when we drafted
the initiative, will create a backdoor opportunity for financing, money laundering, and
control by organized crime or the drug cartels.

The ramifications of relying on a lottery, and the low standards simply to enter it, in
awarding a dispensary license are numerous, serious, and even frightening.

With only 125 licenses, there is no need to rely on a coin toss. There is no need for us
to settle. To dumb down. To aim for mediocrity and then accept even less. To not have
the best program meeting patient needs in the nation, and a model for other states to
follow.

The provisions of Proposition 203 provided Arizona with standards and protections
unlike any other state that has approved a medical marijuana law. 1 urge you to not shy
away from the tools it presents to you. Rather, take full advantage of them,

Because the people of Arizona deserve no less.
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A poll by Behavior Research on behalf of the Arizona Medical Marijuana Association
January 22-27, 2011
700 statewide interviews
95 percent confidence level, margin of error of +/-3.7 Percent

The Arizona Department of Health Services has proposed that
officers and operators of dispensaries must have been residents
of Arizona for at least two years. In general, do you strongly
support, support, oppose or strongly oppose requiring that the
principals of all dispensaries be Arizona residents?

Slt:r ongly Favor Oppose Strongly Undecided
avor Oppose
ALL RESPONDENTS 35% 36% 13% 4% 12%
POLITICAL PARTY
Republicans 34 37 11 9 9
Independents 35 45 10 2 8
Democrats 36 34 15 5 10
COUNTY
Maricopa 30 39 16 4 11
Pima 34 36 12 6 12
Rural 46 27 7 5 15
AGE
Under 35 36 37 15 3 g
35to 54 30 38 13 5 14
55+ 38 33 12 5 12
GENDER
Male 31 37 14 5 13
Female 39 34 13 4 10
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A poll by Behavior Research on behalf of the Arizona Medical Marijuana Association
January 22-27, 2011
700 statewide interviews
95 percent confidence level, margin of error of +/-3.7 Percent

The Department of Health Services has also proposed that each
of the 124 dispensaries grow at least 70 percent of the medical
marijuana it sells for purposes of inventory control at each
dispensary. Others feel that the people of Arizona are best served
having fewer, but larger facilities which distribute to multiple
dispensaries, since fewer facilities wifl make it easier for the state
to regulate inventory and other requirements while also keeping
down costs for patients. In general, do you favor requiring
dispensaries to grow most of their own product for inventory
control or do you favor fewer facifities which would make them
easier to regulate?

Facility Should Prefer Fewer
Grow 70% But Larger Neither Not Sure
of Product  Grow Facilities

ALL RESPONDENTS 20% 56% 15% 9%

POLITICAL PARTY

Republicans 23 56 12 9

Independents 27 54 9 10

Democrats 23 56 13 8
COUNTY

Maricopa 25 52 15 8

Pima 18 62 13 7

Rural 17 62 7 14
AGE

Under 35 25 57 9 9

351054 23 53 15 9

55+ 18 59 13 10
GENDER

Male 23 52 15 10

Female 21 60 10 9
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A poll by Behavior Research on behalf of the Arizona Medical Marijuana Association
January 22-27, 2011
700 statewide interviews
95 percent confidence level, margin of error of +/-3.7 Percent

The Department of Health Services has proposed rules regarding
doctor-patient relationship in regards to medical marijuana which
includes a relationship of at least one year and a minimum of four
visits before recommendation of medical marijuana can be
obtained. Some argue this is too restrictive, since such rules do
not apply fo the doctor-patient relationship in regards to
prescription drugs and some patients often change their primary
physician or visit specialists and do not have a chance to develop
a long relationship. In general do you favor different and more
restrictive requirements in regards to medical marijuana or do you
favor rules that are consistent with those currently governing
doctor, patient and prescription drugs?

More Restrictive Same As For Other

Requirements  Prescription Drugs Unsure

ALL RESPONDENTS 39% 53% 8%
PoLiTicaL. PARTY

Republicans 47 43 10

Independents 42 51 7

Democrats 32 60 g
COUNTY

Maricopa 42 51 .

Pima 32 58 10

Rural 38 53 9
AGE

Under 35 43 53 4

3510 54 32 61 7
GENDER

Male 30 54 .

Female 40 51 9
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Testimony of Andrew Myers of the Arizona Medical Marijuana Association
before the
Arizona Department of Health Services Hearing Panel
February 16, 2011
Tucson, Arizona

Shortly after the voters approved Proposition 203 — the Arizona Medical Marijuana Act
this past November, those of us who initiated the successful campaign to secure
passage of the Arizona Medical Marijuana Act recognized the need to remain together
on a permanent basis. To commit ourselves to do all we could to see that the Act was
implemented with the highest of possible standards. So medical professionals,
attorneys, and responsible prospective dispensary operators came together to form the
Arizona Medical Marijuana Association.

The passage of Prop 203 was just the beginning. Once the voters had spoken, it
became the responsibility of all of us to carry out their will. To that end, the Arizona
Medical Marijuana Association members committed themselves to do their part in
meeting the needs of patients through strict adherence to the laws of Arizona and the
highest level of standards and regulation of this new industry.

Migh standards and regulations. These were not words simply puiled out of the air. Our
roots go back three years, when we initially put pen to paper to draft the language of
Prop 203.

Yesterday in Tempe, we shared with you how those of us who played a role in crafting
the initiative recognized that, beyond the controversial nature of the matter, Arizona
voters were well aware of the mistakes made in other states had adopted medical
marijuana laws previously. To secure voter support, we needed to put forth a program
that incorporated the best practices of the 14 others states that had approved medical
marijuana laws, while avoiding the numerous mistakes made in those states.

For example, when California voiers approved its medical marijuana law, it essentially
created an unregulated industry. There were no standards for patients and just who

—tf P I [ R

would be eligibie o obtain a recommendation from their doctor and there was also no
oversight of doctors.

No provisions for dispensaries — just who would operate them, and how they would
operate,

No limit on the humber of dispensaries.
And no regulatory oversight of the industry.

In fact, the California medical marijuana initiative consisted of one SINGLE page.




From the very beginning, our approach was different.

Unlike California and other states, we drafted the Arizona initiative with high standards,
including specific medical conditions that doctors would be able to recommend the use
of medical marijuana by their patients.

A limited number of dispensaries.
We empowered local communities to establish reasonable zoning restrictions.

But what perhaps separated Prop 203 from efforts in other states is that it vested broad
rulemaking and regulatory authority in the hands of an appropriate agency - the Arizona
Department of Health Services. We had and continue to have great confidence that
such authority, through a responsible rulemaking process, would be used properly.
Avoiding unreasonable and unnecessary regulations and taxation that contribute little to
high standards and only result in the unintended consequences of increased cost to
dispensaries and the patients they serve, simply driving patients back fo the criminal
market.

Throughout the campaign and across the state, in countless public presentations,
forums, debates, editorial board meetings and media interviews, we repeated again and
again our commitment to these high standards.

So following the design of the initiative and the campaign for its passage, it should come
as no surprise to anyone during this rule-making phase, our Association has remained
consistent in our call for high standards.

The need for those high standards is not just our opinion, it is a view shared by the vast
majority of Arizonans. You will be pleased to know that Arizonans support the approach
AZDHS has taken in the draft.

Three weeks ago, our Association commissioned a poll. We retained the experienced
and respected Phoenix-based public opinion polling firm of Behavior Research.
Behavior Research is widely looked to by the media from across the state for its insight
into public attitudes. It includes among its hundreds of clients, elected officials and sven
public agencies in state government.

A total of 700 interviews of adult heads of household throughout Arizona were
conducted between January 22 and January 27, 2011. The overall sampling error for
this study at the 95 percent confidence interval is approximately +/-3.7 percent.

Based on the findings of this poll, it is clear DHS is on the right track and the public
supports its efforts as it develops tough but fair rules.

For example, we can say with great confidence that the vast majority of Arizonans - 71
percent of them -- are particularly pleased to see that the requirement that dispensary




officials and agents be residents of Arizona was not only preserved, but strengthen. Our
Association called for an increase in the two year period proposed in the first draft to
three years. With AZDHS entrusting those most familiar with Arizona and its
communities with the responsibilities of operating a dispensary, one more important
step will be taken to ensure that the mistakes made in other states were not repeated
here in our state, and in fact, those who may have been a part of those mistakes are
denied the opportunity to repeat them in Arizona.

Arizonans also support close regulation of cuitivation facilities. That's reflected in the
broad support — by 56 to 20 percent - of the elimination of the requirement that each
dispensary cultivate most of its own product. Arizonans prefer, as now called for in the
draft, fewer cultivation facilities that can be more easily monitored and regulated.

We also asked about the doctor-patient relationship. Arizonans support — by 53 to 39
percent — the proposed rules draft that largely reflecis of the same high standards that
guide the doctor-patient relationship in regards to pharmaceutical drugs.

These charts and the detailed findings of our survey are attached to the copy of this
testimony.

Viewed in their entirety, these results reveal something particularly insightful. Arizonans
want a closely regulated industry. They want high standards.

And so do we.

As our Association did in the initial public comment period, and now with even greater
confidence that this is what the public demands, we will submit detailed comments and
suggestions calling for additional high standards later this week that seek to improve
upon the fine work of AZDHS in this latest draft.

Out of respect for your time and that of others who will testify before you today, | would
like to focus my comments today on the laudable intent by AZDHS to insure patient
access in greater Arizona, and how that can be fulfilled while meeting the needs the
concentration of patients in the metropolitan areas.

In view of the negative social impact evidenced in other states as a result of widespread
cultivation of medical marijuana by individual patients and caregivers, we commend
AZDHS efforts to impose reasonable limitations on individual cultivation through the
judicious distribution of the 25-mile radius dispensary “halos” specified in the Arizona
Medical Marijuana Act. We also appreciate the attraction of utilizing the Community
Health Assessment Area (CHAA) system that conveniently divides the State into 126
geographic areas and which is already in use by AZDHS.

We fully support an effort that would insure dispensaries are located across the state,
while minimizing home cultivation.




And we know that a vast majority of Arizonans support that position.

In the Behavior Research poll, Arizonans were asked to share their views regarding a
state licensed dispensary in their community. By a 65 to 19 percent margin,
respondents indicated a preference to have a dispensary within their community as
opposed to patients in that community growing their own medical marijuana.

[ know you will be particularly interested to know that in rural Arizona, a nearly identical
level of support for a community to host a dispensary rather than encourage home
cultivation exists -- 65 to 18 percent.

The use of the Community Health Assessment Area (CHAAS), however, has significant
shortcomings, and that the distribution criteria for dispensaries has sufficient long-term
public policy ramifications to warrant the development of a dispensary allocation plan
that is more specific to the Act.

CHAAs are assigned to cover the entire geographic area of the state, even though
some 3/5ths of the state is either Indian Reservation or Federal Land, neither of which
would be available for personal cultivation or likely to have a dispensary.

In fact, most CHAAs do not fit within a 25-mile radius, resulting in large areas that would
be available for personal cultivation, notwithstanding the fact that the CHAAs
themselves cover the entire geographic area of the State.

But more importantly, extreme variances in the populations exist between the CHAAs.
For example, the Phoenix metropolitan area represents over 65% of the State’s
population, yet contains only 12% of the State CHAAs. Consequently, apportioning
dispensaries on the basis of CHAAs could result in the creation of urban-area mega-
store dispensaries with thousands of patients, which would be completely at odds with
city zoning ordinances and the intent of the Act. On the other hand, some CHAAs have
populations too low to possibly support a dispensary, ultimately resulting in personal
cultivation in that CHAA when that dispensary fails. At best, those underperforming
dispensaries won't be able to fully meet patient needs as it is unlikely to have the
diversity of product and services that patients will demand.

The draft rules, in fact, acknowledge the importance and value allocating dispensaries
based on patient concentration. As indicated in the draft rules, licenses designated for
areas that do not have qualified dispensary are to be reallocated to other areas based
on patient concentration.

We question why patient population concentration would be deemed appropriate in the
allocation of dispensary licenses in what is essentially a second round, but not be
utilized in the more critical initial allocation.

There is a better way. In our detailed comments we will submit later this week, we'll
propose a specific alternative that accomplishes the AZDHS goal of allocating




dispensaries to meet patients needs and limit individual cultivation, yet also provide the
added ability to meet patient needs in the more densely populated metropolitan areas.

With only 125 licenses, a competitive process with high standards creates the
opportunity for Arizona to design the best medical marijuana program in the nation.
There is no need for us to settle. To dumb down. To aim for mediocrity and then accept
less. To not have the best program meeting patient needs in the nation, and a model for
other states to follow.

The provisions of Proposition 203 provided Arizona with standards and protections
unlike any other state that has approved a medical marijuana law. | urge you to not shy
away from the tools it presents to you. Rather, take full advantage of them.

Because the people of Arizona deserve no less.




A poll by Behavior Research on behalf of the Arizona Medical Marijuana Association
January 22-27, 2011
700 statewide interviews
95 percent confidence level, margin of error ot +/-3.7 Percent

The Arizona Department of Health Services has proposed that
officers and operators of dispensaries must have been residents
of Arizona for at least two years. In general, do you strongly
support, support, oppose or strongly oppose requiring that the
principals of all dispensaries be Arizona residents?

Strongly Strongly .
Favor Favor Oppose Oppose Undecided

ALL RESPONDENTS 35% 36% 13% 4% 12%
POLITICAL PARTY

Republicans 34 37 11 9 9

Independents 35 45 10 2 8

Democrats 36 34 15 5 10
COUNTY

Maricopa 30 39 16 4 11

Pima 34 36 12 6 12

Rural 46 27 7 5 15
AGE

Under 35 36 37 15 3 9

3510 b4 30 38 13 5 14

55+ 38 33 12 5 12
GENDER

Male 31 37 14 5 13

Female 39 34 13 4 10



papapun asoddp Ajuosnis/asoddp  Joaed4/ioneq AjSuodis

WIS £ E-/+ JO 10439 JO uidIew ‘|9A9| 22UaPIU0DI JUsdIad G5
SMIIAIDIUL SPIMBIRIS Q0L
1102 ‘£2-TZ Menuer
UOI1BI1D0SSY eueniLiBAj |e2IP3IAI BUOZIMY Y] JO Jjeyaq U0 Yd12asay Jojaeyaqg Ag jjod v

AJUapIsay euoziy

%0

%01
%0¢
%0¢E
%0
%05
%09
%0L

%08



A poll by Behavior Research on behalf of the Arizona Medical Marijuana Association
January 22-27, 2011
700 statewide interviews
95 percent confidence level, margin of error of +/-3.7 Percent

The Department of Health Services has also proposed that each
of the 124 dispensaries grow at least 70 percent of the medical
marijuana it sells for purposes of inventory control at each
dispensary. Others feel that the people of Arizona are best served
having fewer, but larger facilities which distribute to multiple
dispensaries, since fewer facilities will make it easier for the state
to regufate inventory and other requirements while also keeping
down costs for patients. In general, do you favor requiring
dispensaries to grow most of their own product for inventory
control or do you favor fewer facilities which would make them
easier to regufate?

Facility Should Prefer Fewer
Grow 70% But Larger Neither Not Sure
of Product  Grow Facilities

AlLL RESPONDENTS 20% 56% 15% 2%

POLITICAL PARTY

Republicans 23 56 12 9

Independents 27 54 9 10

Democrats 23 56 13 8
COUNTY

Maricopa 25 52 15 8

Pima 18 62 13 7

Rural 17 62 7 14
AGE

Under 35 25 57 9 9

351054 23 53 15 9

55+ 18 59 13 10
(GENDER

Male 23 52 15 10

Female 21 60 10 9
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A poll by Behavior Research on behalf of the Arizona Medical Marijuana Association
January 22-27, 2011
700 statewide interviews
95 percent confidence level, margin of error of +/-3.7 Percent

The Department of Health Services has proposed rules regarding
doctor-patient relationship in regards to medical marijuana which
includes a relationship of at least one year and a minimum of four
visits before recommendation of medical marijuana can be
obtained. Some argue this is too restrictive, since such rules do
not apply to the doctor-patient relationship in regards fto
prescription drugs and some patients often change their primary
physician or visit specialists and do not have a chance to develop
a long relationship. In general do you favor different and more
restrictive requirements in regards to medical marijuana or do you
favor rules that are consistent with those currently governing
doctor, patient and prescription drugs?

More Restrictive Same As For Other

Requirements  Prescription Drugs Unsure

ALL RESPONDENTS 39% 53% 8%
POLITICAL PARTY

Republicans 47 43 10

Independents 42 51 7

Democrats 32 60 g
COUNTY

Maricopa 42 51 -

Pima 32 58 10

Rurai 38 £3 5
AGE

Under 35 43 53 4

35to 54 32 61 7
GENDER

Male 39 54 ;

Female 40 51 9
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A Poll by Behavior Research on behalf of the Arizona Medical Marijuana Association
January 22-27, 2011
700 statewide interviews
95 percent confidence level, margin

One provision of Proposition 203 would aflow medical marijuana
patients to grow their own product if they do not live within 25
miles of a dispensary. Some say that to keep this from
happening, the state should encourage at least one licensed
dispensary in every communify. In light of this which of the
following statements comes closest to your point of view:

..that my community have a dispensary to serve those who have
a doctor=s recommendation for medical marijuana.

Or

... to live in a community which does not have a dispensary but
which aflows patients to grow their own medical marijuana.

Prefer Patients

Prefer e .
Dispensary To Grow Neither
Their Own
ALL RESPCNDENTS 65% 19% 16%
POLITICAL PARTY
Republicans 64 18 18
Independents 586 27 17
Democrats 61 25 14
COUNTY
Maricopa 64 20 16
Pima 70 16 14
Rural 65 18 17
AGE
Under 35 76 17 7
35to 54 61 21 18
55+ 61 19 20
GENDER
Male 63 23 14

Female 68 15 17
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Colley 3

Allowing emergency exits

e o

[

]

Rules need to address the entrance issue =

Cities are getting this wrong, misinterpreting the law

Security is critical, but hauling everything in the fiont door does NOT enhance
security

Walgreen’s and CVS sell everything from Oxycotin to Morphine, which is
basically Heroin

They don’t have this one door rule

‘Allow for se1viés entrances, and efergency exits if they have alarms on them

The rules can provide for secure dispensaries while allowing dispensaties 1o
function efficiently at the same time

Lottery system

2
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The loitery system does not make any sense

The state would be best served if we had the best applicants running medical
marijuana dispensaries

This leaves that to chance

State agencies should not shy away from making important decisions when those
are ciitical to the state’s well being

State will be poorly served if anyone who can mest the minimal requirements and
is lucky enough to win a lottery can open up shap

It’s a recipe for inviting the criminals Into this industry

Let’s go with the best providers, not just the peoﬁle who win a drawing
Choosing may be a hard task, but it will serve the peopie of Arizona in the end

Colley 4

Lottety system

Awarding dispensary licenses pursuant to a lottery is an abdication of
responsibility by DIIS

This new industry needs sciupulous dispensary operators

We have to keep the riff raff out, and the criminal element at bay

A lottery system alfows fiy-by-night schemers and fraudsters to compete equally
with good would-be dispensary owners who will act responsibly

1t’s important to awatd applications to the best operators

Having a lottery is like a state agency issuing a tequest for proposal, setting
minimum standards, then determining the winner by lottery without looking at
things like price and quality

Choosing is sometimes hard, but it’s better for the people

These licenses ate in high demand, let’s not just give them away by lottery
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We should use the demand to improve the lot of dispensary operators

The old expression has NEVER been more tiue, competition improves the bread
DHS wouldn’t pick from job applicants based on a lottety—they shouldn’t do so
here

DHS is more than equipped to make hard decistons—exercise that power here,
improve the industry that you’re regulating

Allowing multiple entrances/exits

o & @ e 9

@ 9 & » &« 2 ©

Having only ONE entrance/exit does not make any sense

It’s NOT required by the law passed by voters

1t’s clear that one PUBLIC entrance is required

This does not make anyone saler, and is arbitrary

Costco has one public entrance but manages to keep its customers safe by having
other emergency exits

They also manage to load things in through the back door without incident

And they’re unloading all kinds of valuable thmgs

They also have pharmacies, and presumably controlled substances

Yet they only have one PUBLIC entrance and exit at their stores

Let’s follow that model

Clarify this for the jurisdictions

Some are misinterpreting it, and it’s leading to problematic side effects such as
inadequate square footage allowances

This is NOT needed to ensure security

Inventoty can be just as secure by allowing atarmed emeigency exits and secure
service entrances



Talking Points
o The lottery system is a reckless and irresponsible manner by which to select the owners and

operatoss of medical marijuana dispensaries.

» In addition, the recent draft Rules also greatly lowered the standards required to apply for a
medical marijuana dispensary license, which will allow unqualified and potentially
irresponsible individuals into the lottery pool

» While the lottery system may achieve the goal of providing an “equal playing field” to all those
interested in applying for a medical marijuana dispensary license, this random selection
process is not in the best interest of the community, the state or the patients that wili rely on
these facilities.

» Potential dispensary owners and operators should be carefully choscr through a selection
process based on qualifications, experience and metit, rathet than haphazardly through a lottery
system.

« There are a number of highly qualified, local professionals interested i owning and operating
a dispensary which facilitates the positive aspects of the medical marijuana industry, but the
Rules must act as a barrier to ensure those who may be less qualified, under-funded or perhaps
have less than altruistic intentions are kept out of the lottery system, so they do not receive
licenses to own and operate a dispensary

« IFDHS is determined to maintain the current lottery system, then in the least, it should adopt a
more substantial set of “minimum requirements” for the medical marijuana dispensary license
application process.

v Suggested Revision: Applicants should be required to provide DHS with a thorough and
comprehensive business plan and security plan  Applicants should also be 1equired to
prove they have the requisite capital reserves to implement theit business and security
plans,

v Sussested Revision: Tn addition to creating a not-for profit entity, applicants should be
required o establish a community give-back bench mark as part of the minimum
application requirements

« The Rules need o be strengthened to include higher standards and greater barriers to entering
the lottery system, so IDHS has the ability to reassuie the public that applicants will be taken
from a pool of only the most qualified.

Talking Poinis
s T have been working incredibly hatd, since Proposition 203 passed, to ensure 1 am not only

able to meet, but exceed the necessary requirements to apply for a medical matijuana
dispensaty license It was excepiionatly discouraging to find out that instead of making a
decision regarding the allocation of medical marijuana dispensary licenses, based on the merits
of each individual application, DHS has decided to randomly allocate dispensary licenses
through a lottery system.

» One of my greatest concerns is that of secutity and public safety I am certain that regardless
of your opinion on medical matijuana, it is important to ensure that these dispensaries are safe,
secure and well managed. ©am fearful that by arbitrarily handing out medical matijuana
dispensary licenses we will not be able to meet or achieve this goal

¥ Sueceested Revigion: Applicants should be required to submit a thorough and
comprehensive security plan to the local sheriff”s department for its review  Only upon




the sheriff’s office approval of an applicant’s security plan, should DHS then constder the
application for a medical marijuana dispensary license,

v Applicants should also be required to prove to DHS they have the capitalization, planning
and ability to safely and effectively own and operate 2 medical martjuana dispensary.

v Suggested Revision: Require that applicants post a surety bond or some other proof of
funds like a letter of credit that DHS can draw from if they fail to implement theirs plans
properly

» Requiring proof of capitalization will prevent a dispensaty, for example, from underfunding its
' secutity operations in otder to pay other expenses and ensure that only the most prepared
2Q applicants receive a medical marijuana dispensary license
» The intent of Proposition 203 was to provide individuals with debilitating modical conditions
and diseases, with an alternative treatment, when traditional thevapy has failed A lottery
system which randomly awards medical marijuana dispensaty licenses, does not ensure that
those granted a license have any intention of operating their dispensary in accordance with the
purpose of assisting those in greatest need of the medicinal benetits marijuana provides.

« DHS must also clarify its “single entry/exit” provision It makes sense that a dispensary would
| be required to have a single secure public entry to the dispensary, but then provide an alternate
\ emergency egress - which would also be secure and not usable as an entrance for the public.

o DHS must also clarify if the “single entry/exit” provision tequires a dispensary to utilize a
single secure entrance for the delivery of product, as this would pose an incredible security
risk
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SUBMITTED 02/16/11 AZDHS WEBSITE 10:48PM

GET WITH THE PROGRAM AZDHS (WILL HUMBLE-DIRECTOR), AND STOP
ACTING SO STUPID! HELP THE PATIENTS OR DON'T HELP US AT ALL!

Within ' R9-17-202 Paragraph F; section 5; is subsection e, which
DISCRIMINATES against qualified patients from obtaining a Registry ID Card.
AZDHS is requiring a patient-doctor relationship that currently is not feasible in
today's reality, as physicians are not willing to give medical marijuana
recommendations, and the only way to get a medical marijuana recommendation
is to see a medical marijuana physician. Yet, your new draft rules require a
_recommending medical marijuana physician to *... assume responsibility for
management and routine care” of the qualified patient, when in today's reality the
recommending medical marijuana doctors only want to see these qualified
patients for their marijuana related issues, not their 'management and routine
care' of their debilitating condition and physicians don't want {0 or can't.
recommend medical marijuana to their patients. This is a MAJOR ISSUE with
some qualified patients i.e Disabled U S. Veterans. Their VA Medical physicians
can't write them a medical marijuana recommendation and they can’t see a
medical marijuana physician for ‘management and routine care’, because it won't
be covered by their VA Medical Benefits. HOW AZDHS, CAN YOU REQUIRE
SOMETHING WHICH DOES NOT EXIST! HOW AZDHS, CAN YOU EXPECT
YOUR CURRENT DRAFT RULES TO STILL WORK IN TODAYS
ENVIRONMENT. ITIS ACATCH 22
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SUBMITTED 02/16/11 AZDHS WEBSITE 9:09PM

RE: R9-17-202 Paragraph F , section 5., subsection e.: Please remove entire
subsection e., as requiring patients to see their recommending Medical Marijuana
‘physician for "management and routine care” would cause them financial
distress ie. Veterans with VA Medical Benefits that need to see their Medical
Marijuana doctor for a recommendation, but cannot see them outside of their
regular VA Medical team, due to it would not be covered financially for them. This
is why requiring Patient Applicants for the new Registry ldentification Card to see
their recommending Medical Marijuana physician for "management and routine

_care" would exclude Veterans, as well as anyone who is financially distressed

and only wants to see a Medical Marijuana physician for the Recommendation,

but keep their original doctors, as well.
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GILA RIVER INDIAN COMMUNITY

Governance Center
Law QOffice

February 16, 2011

Mr. Will Humble, Director

Arizona Department of Health Services . W

150 North 18™ Ave =r: -

Phoenix, AZ 85007 L :

FAX 602-542-1062 - f};
- -
= "

RE: Comments on Proposed Regulations for Arizona Medical Marijuana Act = L

Dear M1. Humble:

The Gila River Indian Community (“Community”) provides the following comments
to the January 31, 201 1draft regulations for the Medical Marijuana Program:

Identification Requirements: R-9-17-202, R-9-17-303

The Community would request that the state of Arizona presetve and not change the
requirements that a person applying for: (1) a registry identification card (R9-17-202 (F)(2)
and R9-17-202(G)(6)); (2) designated caregiver’s registry identification cards (R9-17-
202(F)(6)); or (3) principal officer or board members fot dispensary registration certifications
(R-9-17-303(B)(3)), show an Arizona issued driver’s license, identification card or registry
identification catd ot a copy of their U.S. Passport. The requirements do not provide for
Tribal identification. Given that this is an Arizona law the requirements should maintain
Arizona or federal government issued identification.

Dispensing Medical Marijuana: R-9-17-313

The Community would request that under R-9-17-313, number 2: [o]ffer any
appropriate patient education or support materials; that the materials offered include a
veminder to check the applicability of the law where the resident resides. A tribal member
who resides on a reservation in Arizona that has a qualifying condition and Arizona issued
driver’s license or identification card could possibly obtain medical marijuana; however, the
medical marijuana may not be legal within the boundaries of the reservation

Should you have any questions regarding these comments please contact me at (520)
562-9760.

Sincerely,

A inus Everling,
(General Counsel

ce: William R. Rhodes, Governor, Gila River Indian Community
Joseph Manuel, Lieutenant Governor, Gila River Indian Community
Gila River Indian Community Council Members

525 West Guu Ki * PO. Box 97 » Sacaton, Arizona 85247  Telephone: (520) 562-9760 « Fax: (520) 562-9769




Thomas Salow

From: Will Humble

Sent: Wednesday, February 16, 2011 4:31 PM
To: Thomas Salow

Subject: Fw: Medical Marijuana Pot Doc's

————— Original Message -----

From: Doug Hebert [mailto:dhebert@returnsrx.com]}
Sent: Wednesday, February 16, 2011 @4:13 PM

To: Will Humble

Subject: Medical Marijuana Pot Doc's

Dear Mr. Humble,

I met with you several weeks ago with Sheriff Joe Arpaio in reference to the Medical
Marijuana Act. I truly believe if the AZ DHS wants to prevent this from becoming "the
Recreational Marijuana Act . It is imperative that restrictions be placed on the number of
recommendations a qualified physician can issue ie 180 per year.

This will prevent physicians from abandoning legitimate practices to become "Pot Docs" for
the pot heads. In my experience as a former DEA agent; and conversations with my colleagues
from California - there are Pot Docs who are seeing as many as 100 patients per day who are
requesting medical marijuana cards and charging $10@ to $20@ per card. Colorado's Dept of
Health Services had to hire more employees to handle the backlog of over 60,0@@ card holder
requests that were pouring in per month. Unfortunately Prop 203 contains the same California
language of "severe and chronic pain" which is a catch all for any ailment that cannot be
disputed.

Before I retired from DEA we arrested a pain management doctor in Kingman who was seeing 180
patients in 4!/2 hours - one day per week - for opiate-based pain medications. We arrested
him and seized 4.5 million dollars in cash and related assets.

If not restricted, Marijuana Pot Docs will be become legalized drug dealers under the
authority and protection of the AZ PHS.

If a doctor needs to increase the number of recommendations he/she can apply to the AZ DHS to
raise the number as needed but not exceed what is reasonable by AZ DHS standards.

Physician "recommendation” restrictions is the only way AZ DHS can reasonably reduce the
fraud that will take place,

Thank you for you time,
Warm Regards,

Douglas W. Hebert
(480) 772-3016




MM Rules Suggestions - 2/17/2011

1. If prescription drugs are not taxed, marijuana should not be taxed.

2. Setrules that treat medical marijuana like a pharmaceutical drug, not like alcohol or
cigarettes.

3. Study the co-op approach to supplying marijuana to the dispensaries.

4. Issue separate licenses for dispensaries, growers, and bakers of infused foods and
beverages.

5 All cannabis has to be lab certified for purity and content

6. Consult successful dispensaries in other states to determine necessary additional
services, if any, beyond dispensing medical marijuana.

7. Legitimize current illegal growers and take advantage of their expertise since they
are probably the most qualified growers. Legitimize them without the threat of legal
repercussions from the state.

8 Tor the average dispensary the estimated amount of marijuana needed for a one-
month supply is around 150 pounds. This requires a grow-space of approx. 9 - 12,000
sq. ft.

9. Distribution of locations for dispensaries should be determined by population
density.

10. Allow dispensaries to deliver small amounts of medication to shut-ins and those
unable to come to the dispensary. The delivery people will be employees of the
dispensary and bonded, as required.

11 Please, list all licenses, permits, and other material that will be required for a
potential dispensary operator to be aware of.

Respectfully,

Dan Coogan — 602.359 1235
Reed Rahn

Kirby Spitler

Steve Ulrich
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My name is Greg Reid . For the record, I'm not a hippie, I'm not a stoner, and I'm not here just to make a
quick buck. 1am here because | have a serious interest in starting a business in this industry for several

reasons.

First of all, | believe that there are a great many people who have a genuine need for this product. My
own research and my personal experience have convinced me that Francis Young, the DEA’s own

administrative law judge, was correct when he stated in 1988, and | quote, “Marijuana in its natural

form is one of the safest therapeutically active substances known to man”.

| am also interested in creating jobs in my local community, and generating revenue for the state in a
safe, and compliant way. So I want to thank you for holding these hearings. 1 appreciate your situation,
t know that no matter how the rules end up, not everyone is going to be happy with them, but | believe
that it is your honest intention to make this process_fair and transparent, and to see that
implementation proceeds in a way that provides the greatest pos‘sjble benefit to the residents of our

great state. With that in mind, | just want to make a couple of suggestions.

{ do believe that the CHAAs can be a useful tool in preventing the clustering of facilities, as well as
making sure that residents have reasonable access to this product across the state. However, the
current draft of the rules creates a serious disadvantage to those of us who are not sponsored by big
meney, out-of-state interests. Simply put, my partner and | drafted a business plan that included a
$5000 application fee, which | think is reasonable, and which we expected would give us the same
chance of securing a license as any other applicant. But now, a large investor who can afford to throw
$630,000 — an amount that they can reaiistically recoup over a three to five year period - can sﬁbmit

separate supplications in each of the CHAAs, and increase their chances by well over 100 times.




In addition to providing unfair advantage to certain entities, this also has the potential to explode the

amount of applications that will be submitted, as there will no doubt be several applications for even
the most remote CHAA, and perhaps several hundred for the most desirable locations. My suggestion is
simple. Have each entity submit one application for licensure, and choose 126 compliant applications
first. Then, have either a random assignment, or sorﬁe kind of a bid to match CHAAs to the selected
license holders. As for my campany, we certainly have preferred locations, but ultimately, we would be
willing to operate in any of the CHAAs. But we simply can’t afford to spend a half a million doliars to

potentially end up with no license at all.

To do this would only require the remaval of one line from the current draft, which is on page 35,
section R9-17-303, Part B, subsection 1, item b ~ “The physical address of the proposed property”. This
wiil of course be included in the operation approval process, and the language is afready there in R9-17-
304. it only makes sense that specifying a property would come after the confirmation of a Registration
Certificate, ensuring that the entity will actually have the opportunity to operate. Otherwise, we feal
that this places an unreasonable burden on applicants to have to locate properties based on a myriad of

different zoning laws, and have to secure them with a financial commitment in advance of application,

interested in this process, which is the issue of securing a properly zoned facility. We met with a
commercial real estate agency several weeks ago who tried to convince us that we needed to start
handing over non~refundap!e cashier’s checks to property owners all of over the valley if we wanted fo
even be able to apply for a license. Now, this just doesn’t make any sense. Now we are talking ahout a
$5000 app!icatioh fee AND as much as $10-15,000 to secure a property, for EACH of the CHAAs that we

would want to apply in.




I know this business has a large potential for return on investment, but this is simply an unrealistic
expectation for any start up to base their business plan on. Once again, if the licenses are selected first,

and then the CHAAs are assigned, there would be no need for a “mad rush” to lock up properties.

Finally, | just want to say that | am very concerned about the “random” selection of applications My
__partner and | have done an extensive amount Qf_ r_esearch, and we have experience in running successful
businesses. Our assumption was that if we submitted an application demonstrating that we have a solid
business plan and the expertise to execute it, this would be our best chance to secure a licanse.
However, an applicant with no business experience, and a minimal understanding of the complexities of
this industry, could easily win out. What will happen six months from now when these under qualified
ticensees realize that they didn’t think this thing through and fail to open dispensaries? Will we have to

go through this whole process again?

| understand that a random drawing makes it easy on the Department, and may even create the
appearance of equal opportunity. But it seems to me that because of the high stakes nature of this
situation, there department has a responsibility to make sure that those entities that end up with
licenses are the most likely to operate in a safe, successful, and legally complaint way. Surely, there can
be some simple rubric or some criteria that can be developed to evaluate these applications and

determine which will be most likely to succeed.

With that, | want to thank you again for your hard work. ook forward to the successful

implementation of Proposition 203, and | wish you all a good day.




4 Diis - Draft Rules Puiblic Forum GR Pariners

Robert Light
Richard Cannon

Good Morning to the panel and concerned citizens. My name is Richard Cannon, [ am
a 30 year resident and I am representing GR Partners of Tucson, AZ .. We are a
business group pursuing a MMD permit.

I have had the unique opportunity to attend three of the four public forums. As I
oo listened to speaker after speaker express their.concerns over the draft rules and the
industry in general, one glaring consistency was apparent with everyone who stood
at this podium. Each was extremely PASSIONATE about his or her feelings and
concerns over the future of this new and uncertain industry. It struck me
emotionally on many levels and led me to give this speech; something I had never
intended on doing.... With that being said, { would like to address some of my own
concerns.

1) Patient Rights- the good people of Arizona passed proposition 203 with the

2}

3)

intention of helping suffering individuals manage their conditions with a
natural plant named marijuana. This drug has proven to be an effective
medication for a multitude of ailments. [ woulid like to see the AZDHS
committee loosen the restrictions and rules regarding patient access to this
now legalized alternative. Patient rights came first in the eyes of the Arizona
voters and should now come first in regards to the finalized draft rules. Let’s
ensure simple and direct access for individuals who qualify for patient
cards... please show extreme compassion and consideration for their needs.

CHAA- This system does not adequately address the needs of the general
public especially in regards to population disbursement. An excellent
alternative to this is to commission a population density study, review the
findings, and zone accordingly in reference to the results. This will allow for
maximum coverage in regards to the MMD’s.

Lottery System- I believe the lottery system, if conducted correctly, would be
an effective and fair solution to the final distribution of approved
applications if multiple approved applications fall within a “defined region”.
When I state conducted correctly I refer to the following;

» Lottery should be done in a public setting with a pre-determined time, date R

and location identified within the final draft rules.
s Lottery should be held by a non-biased reputable third party R
« All participants will be properly notxfled in a timely fashion and glven a

unique 1dent1fy1ng number to ensure anonletY This number wﬂ] also act as e

their wmmng dr aw. number dunng the process




4)

-Short of interviewing each and every candidate, there is no quantitative or
~ qualitative way of pre-determining which applicants are best suited to own

and operate dispensaries based on the limited information required within
the application process. The lottery solution, again, if conducted correctly
and fairly will eliminate any questions or concerns in regards to collusion or
other unethical practices which may give an upper-hand to one BTOUD Versus
another.

Cultivation of product - Cost of entry with regards to cultivation and
maintenance of an adequate supply of product should be reviewed and
adjusted to be more cost effective. Alternatives, such as adequately secured
outdoor growth facilities for MMD’s, caregivers and patients will eliminate
heavy costs which would ultimately have to be passed on to consumers. This
cost burden will almost guarantee that individuals, who are looking for
medicine, will turn to black market alternatives which are less intrusive on
their pocket book. By keeping costs and taxation to a minimum, the market
will bear a fair price in which business owners, consumers and the state of
AZ will all benefit. You cannot tax black market activity; so make it in the best
interests of everyone in this room...keep associated costs low. Let’s thinkin
btisiness terms.

In conclusion, I would like to thank the board for your hard work and
dedication to this process. You have an excellerit opportunity to create a new
state model which can be looked favorably upon by other states and truly
addresses the need of our citizens

God Bless America and the Great State of Arizona
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@ { R9-17-318

ﬁ@to E Any dispensary, dispensary agent, designated caregiver, or registered qualifying patient may
submit samples of 5 grams or less of cannabis or edible food product to a bona fide analytical
laboratory for the purpose of testing the product for potency or contamination

Any analytical laboratory within the State of Arizona that holds a license from the federal .
government to possess and handle controlled substances shall be permitted to conduct analyses
of medical marijuana or edible food products containing medical marijuana on the behalf of

" “licensed dispéensaries, dispensary agents, designated caregivers, or registered qualifying
patients Any analytical laboratory that provides analytical services of medical marijuana or edible
food products shall maintain secure storage of medical marijuana products prior to and after
analysis. In addition the laboratory shall be responsible for keeping complete chain of custody
records that identify the sample by batch number, source, the amount received, secure storage
location within the laboratory, the amount extracted for analysis, and the amount of product
returned to source or destroyed, with dates and certifying signatures for each of these events
Medical marijuana remaining in the custody of an analytical laboratory subsequent to analysis
shall be returned 1o the original provider or destroyed by the laboratory at the option of the
original provider. The laboratory shall provide a printed report of the analytical results to the
dispensary, dispensary agent, designated caregiver, or qualifying patient who has requested
analysis of medical marijuana or edible food product. All records concerning handling and
analysis of each sample shall be kept on file at the laboratory, available for inspection for a
minimum of 3 years.




February 17, 2011

Will Humble, ADHS Director
150 N. 18™ Avenue, 5" Floor
Phoenix, AZ 85007

o
Dear Mr. Humble B
Please explain the following in your final draft rules:

A. What criteria will ADHS use to sereen dispensary applications?
I suggest screening based on:

1) Whether the site is compliant with zoning
Email the dispensary application site address to the respective P&Zs to knock ouft i
noncompliant sites. This should reduce the number of qualified applications to review.

2} Residency requirement

Out of state groups are paying local doctors and residents to get around the Arizona
residency requirement. There are several groups here from California and Colorado
attempting to get the licenses that were set up to go to Arizona residents. Can you come

up with a way to block this from happening? Everyone involved should be an Arizona
resident, not just the board members. Keep the business in Arizona,

B. Explain the online application process. What will the page and process look
like?

Can 1,000 applicants trying to access your server crash it? I would hate to think a well
thought out application would be treated the same as someone who comes up with
something a day before the application is due based on an electronic format. I suggest
requiring an online registration of intent but an actual hardcopy application.

C. Who will review the applications? ADHS? An outside source?
With all the pay-off gossip floating around, I suggest reviewing in house with your
people.

Thank You and Best of Luck

ol

Dan McInter

www.qarcaz.org:
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COCONINO COUNTY ARIZONA

COMMUNITY DEVELOPMENT DEPARTMENT

William L Towler, FAICP
Director

February 17, 2011

ADHS

Aftn: Thomas Salow. OACR Acting Manager
1740 W. Adams, Suite 203

Phoenix. AZ 85007

Re: Draft Medical Marijuand Rules
Dear Mr. Salow,

Please consider the following comments on the draft Medical Marijuana Rules from
Coconino County Community Development

1. Reconsider the rule 1o dllocate dispensary registration certificates geographically
by CHAA. 1t was/is our expectation that dispensaries would primarily be located
in cities and towns in response io market demand . i.e. at convenient locations
where the maijority of customers are concentrated by population  Rural residents
typically travel into cities and towns to shop anyway, and it would be no different
for dispensaries. For the same reasons that we don't have Safeway stores outin
our rural areas i.e that it is not worth the expense to build, stock. and staif such a
store in a remote area, dispensary operators will likewise not choose io locate in
such areas, and dispensary licenses will go unallocated  Also, the CHAAs include
Tribal lands and the Tribes are not expected to participate in the program so
those licenses will go unallocated. Since Arizona's population is not distributed
evenly across the state, but concentrated in urban centers, the urban ceniers are
where the dispensaries should be. If the CHAAs do remain in the final ruies, there
should be a provision for reallocating licenses for which there is no demand, and
that reallocation should not be confined within a limited jurisdiction, but more
flexible state-wide

2 R9-17-101 - Provide a definitiocn of "public or private schooi” from which ¢
dispensary must maintain a minimum 500-foot separation to include a “public or
privaie preschoot. kindergarten. elementary, secondary, or high schoot.” but not
to include community colleges, universities, adult education, dramatic, dancing,
music learning centers. beauty colleges, or anything and everything that might
include some sort of insfructional program.

3. R9-17-107 Time-frames — Clarify somewhere in this section the time-frame between
an applicant being issued a dispensary registration certificate and the amount of
time they have to obtain an Approval to Operate. Section R9-17-321(2)(c)(ii)
implies that they have one year, but it should be made more explicit under “Time-
frames.* A sufficient amount of time is necessary for engaging an architect,

2500 North Fort Valley Road, Building 1 + Flagstaff AZ 86001-1287
[(928) 679-8850 Fax [(928) 679-8851
WWW .COCONING Az gov




oreparing plans, obtaining a building permit, completing the work. obtaining
inspections and a Certificate of Occupancy, and obtdining the final Approval fo
Operate. If one yearis the intent, that is sufficient, but it needs to be more
explicit.

4 R9-17-303(B){5). -304{3), and -304(B)(3) require a dispensary opplicant fo submit
sworn statement by the applicant certifying that their proposed dispensary
location is in compliance with local zoning regulations. We strongly recommend
that this be revised to require that the applicant obtain and subomit a *Zoning
Verification Letter” from the local jurisdiction certifying that the proposed location
is compliant with local zoning  Other State agencies require such zoning
verification from local jurisdiciions already, e g. ADOT requires it for proposed
auto sales lots, Office of Manufactured Housing requires it for modular homes,
etc. There is too much risk of an individual applicant misconstruing or not fully
understanding local zoning for them to be responsible for the certification without
verification by the jurisdiction

5 R9-17-318(A}{1){a) cllows edible food products to be prepared at the dispensary
with the applicable food esiablishment permit We recommend adding
provision o allow preparation of edible products to also be permitted at an off-
site cultivation facility with appropriate food establishment permits.

6 Include provisions for ADHS to inform local jurisdictions (i.e. counties. cities, and
towns) about all dispensary applications that are submitted for their respeciive
jurisdiction and the particulars of ali such applications so that the jurisdiction will
be aware of the market demand for such facilities and wili be able to plan
accordingly.

Thank you for the opportunity to comment

(o

fohn P Aber, Principal Planner
Coconino County Communiiy Development

Sincerely,

2500 North Fort Valiey Road, Building 1 + Fiagstaff, AZ 86001-1287
{928) 679-885C Fax (928) 679-8851
WwWwW COCONINO. QZ.gov
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A Professional Association

Julie A. Pace
602.322 4046
Facsimile: 602.322 4101
jpace@cavanaghlaw.com February 17, 2011

Will Humble, Director

Arizona Department of Health Services
150 North 18™ Avenue

Phoenix, Arizona 85007

Re:  Public Comments — Final Rules
Arizona Medical Marijuana Act

Dear Director Humble:

On behalf of Kind Clinics, we are providing comments on the Department of Health Services’
(*Department”) formal draft rules implementing the Arizona Medical Marijuana Act. Thank you
for the work that you and your teamn have done regarding the draft rules on the Arizona Medical
Marijuana Act. It is clear that you considered public comments and made some important
changes. .

Arizona has an opportunity to be the leader in ensuring a safe, secure, effective, technologically-
advanced, virtually fraud-proof medical marijuana system.

* Arizona can set the gold standaid for all states.

*  We can be the leaders and the innovators who set the highest standards for the rest of the
country to follow regarding stringent and vittually fraud-proof standards.

The proposed system, while it has some positive elements, does not advance the regulation of
medical marijuana, but rather tends to look at outmoded technologies and ways of thinking,.
Technology moves forward by leaps and bounds. The Department must take advantage of the
available technology and create a forward-looking system. The current proposed rules fail to take
advantage of technological advances that would provide security and reduce fraud and
stmultaneously allow the Department and law enforcement to affordably and efficiently monitor
the medical marijuana system.

Arizona must be proactive to establish a system that discourages the proliferation of medical
marijuana being sold in the illegal drug market and ensures that medical marijuana remains
limited to truly medicinal use. The recommendations below are consistent with and would

1850 North Central Avenue, Suite 2400 * Phoenix, Arizona 85004
Telephone 602 *322° 4000 * Fax 602°*322*4100



THE CAVANAGH LAW FIRM
A Professional Assoclation

Director Will Humble
February 17, 2011
Page 2

further the purposes of the Arizona Medical Marijuana Act. They would implement the voters’
wishes in a way that will provide qualifying patients with the medicinal relief offered by the law,
while at the same time providing the State and law enforcement with tools they need enforce the
State’s drug laws, prevent medicinal marijuana from being sold illegally, and implement the
most advanced and secure medical marijuana system possible.

L THERE WERE MANY POSITIVE CHANGES IN THE PROPOSED RULES
THAT WILL MAKE THEM MORE EFFECTIVE,

Although there were many positive changes in the proposed rules, we will highlight only a few

*  We applaud the elimination of the requirement that dispensaries must grow 70% of the
medical marijuana that they dispense. This will allow dispensaries to group together to
create a cultivation site and potentially reduce the number of cultivation sites in Arizona.
This will also help ensure that dispensaries are able to obtain adequate supplies of
medical marijuana without growing excess inventories of medical marijuana.

* Modification of the dispensary application process into two stages will be much more
efficient by allowing entities who are not awarded a dispensary registration certificate to
avoid the expenses of complete build-out of a facility that the previous rule would have
required. It also allows those awarded a dispensary registration certificate the time to
ensure that their facility is secure and in compliance with all applicable requirements.

* The process of accepting dispensary applications for 30 calendar days after notice that a
dispensary registration application is available adds some certainty to the application
process and aids the Department, as they will not be required to consider applications
received outside of the specified time frames.

1L RANDOM SELECTION OF DISPENSARY APPLICANTS COULD LEAD TO
THE LEAST-QUALIFIED CANDIDATES RUNNING DISPENSARIES.

The State has a duty to ensure that the most qualified dispensary applicants are given the
dispensary registration certificate. Random selection:

*  Would allow minimally qualified/unqualified applicants to obtain a dispensary
registration certificate;

e Disincentivizes excellence; and

* Encourages minimum compliance with the requirements of the Arizona Medical
Maiijuana Act and Rules.
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[t would be detrimental to Arizona’s interests to allow minimum standards and a lottery-type
approach to determine who will be authorized to grow and dispense marijuana. Arizona
deserves better.

The Department has an interest in the best candidates running dispensaries. The better the
dispensaries are operated, the easier the Department’s oversight role will be and the fewer
problems will occur for law enforcement.

A better approach is to use a scoring standard of applicants to ensure that Arizona selects those
applicants with:

*+ the best security policies,

= the best inventory control policies,

* the best business plan,

» the best dispensing policies,

+ the best and most up-to-date technology;

* the best patient recordkeeping policies, and

* the best overall commitment to preventing fraud and misuse while serving the
qualifying patients authorized to use medical marijuana

If all applicants have the exact same likelihood of obtaining a dispensary registration certificate,
no applicant will have 1eason to invest in the technology, security and systems that will best
ensure the security of the medical marijuana system and protect against fraud. Applicants will be
more likely to implement the best practices—tather than just the minimally compliant
standards—if théy are competing based on established standards. If dispensary registration
certificates are awarded based on completely random selection, there is no incentive for any
applicant to go beyond the minimum requirements.

The State can easily implement a scoring system to rate the applicants and ensure that the best
applicants are awarded a dispensary registration certificate. Both Maine and New Jersey have
created o1 proposed systems for weighing and evatuating applicants. If Arizona is to be
proactive and forward-thinking to implement the most secure and effective medical marijuana
system yet created in any state, it must award the dispensary registration certificates the most
qualified candidates

The Department should modify R9-17-302(B)(2)(b) and (C)(1)(c) to provide for a selection
process based on factors, as follows (underline indicates language to be added; strike-through
indicates language to be removed):
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The Department should choose the most qualified dispensary applicants and should not be
content with minimum standard. Choosing applicants by lottery offers one advantage —
convenience and minimization of thought and effort in making selections  While avoiding
administrative burdens for the Department is an important consideration, we have confidence
that the Department possesses the skills, talent and resources to do a better job of selecting
applications than the outcome produced by a random lottery. This is too important to be left to
chance.

R9-17-302. Dispensary Registration Certificate Allocation Process
A. The Department shall review dispensary registration certificate applications and issue
dispensary registration certificates according to the requirements in R9-17-107
B. The Department shall accept dispensary 1egistration certificate applications for 30
calendar days beginning May 1, 2011
1. A city or town that contains more than one CHAA may request the reassignment
of a dispensary registration certificate allocation from one CHAA to another
CHAA under the jurisdiction of the city or town
2. If the Department receives:
a. Only one dispensary registration certificate application for a dispensary
located in a CHAA that the Department determines is complete and is in
compliance with A.R S Title 36, Chapter 28 1 and this Chapter by 60
days after May 1, 2011, the Department shall allocate the dispensary
registration certificate for the CHAA to that applicant; or
b. More than one dispensaty registration certificate application for a
dispensary located in a CHAA that the Department determines are
complete and are in compliance with AR S. Title 36, Chapte: 28 1 and
this Chapter by 60 days after May 1, 2011, the Department shall randomiy
seleet
i. allocate the dispensary 1egistration certificate as provided in

subsection B(3). The Department shall allocate the dispensary

registiation certificate for the CHAA to the applicant with the
highest score. ‘
i, If the CHAA has moie than one dispensary registiation certificate
assigned as a result of a city or town's request in subsection (B)(1},
the Department shall allocate as many dispensary registration
certificates as assigned to the CHAA to the dispensary certificate
applicants with the highest scores.
3 If the is more than one dispensary registration certificate application for a
dispensary located in a CHAA that the Department determines is complete and is
in compliance with A.R.S. Title 36, Chapter 28.1 and this Chapter by 60 days

after May 1, 2011, the Department shall convene a panel to evaluate and score
cach application based on the following factors:

a, Security & Inventory Control (50 points maximum). Factors to be
considered include, but are not limited to:
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i the application demonstrates that the dispensary and cultivation
facility, if applicable, will mect or exceed the standards established
in these rules:

ii. the policies and procedures will discourage unlawful activity;

i, the policies and procedures include a policy for identifying and
reporting unlawful activity;

iv. the policies and procedures demonstrate that transportation of

medical marijuana and paraphernalia will be conducted in a safe
and secure manner that will minimize the likelihood of theft or

loss;
V. the likely effectiveness of methods and tools to prevent and reduce
fraud and abuse.

. Business plans and policies (25 points maximum), Factors to be

considered include, but are not limited to:

1. the business plan demonstiates the ongoing viability of the
dispensary as a non-profit organization, which may include a
detaited description of the amount and source of the equity
commitment and debt obligations for the dispensary that
demonstrate the immediate and long-term financial feasibility of
the proposed financing plan and the relative availability of funds
for capital and operating needs;

ii. the dispensary by-laws contain effective provisions for disposition
of revenues and receipts to maintain not-for-profit status and

demonstrate an understanding of the principles of operation of a
not-for-profit entity;

iii. the patient record-keeping policies demonst;ate that the patient
information will be secure from access by or disclosure 10

unauthorized parties; and

1, the plan for patient education and documentation of patient pain
demonstrates an understanding of the benefits and risks of medical
marijuana and a commitment to helping qualifying patients and
designated caregivers understand the risks,

Other (25 points maximum). The panel may consider other factors,

including but not lirnited to:

i, factors that demonstrate the likelihood that the dispensary will
successfully operate in a safe, secure, and effective manner in

compliance with all applicable laws and rules;

il business experience;

iii. industry expertise;

1v. affiliation with other non-profit organizations.

V. commiiment to and use of up-to-date technology;
vi. commitment to community service;

vil. application is timely submitted, fully complete and does not
require supplemental information; and
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viii, __commitment to developing the industry in safe, secure, frand-proof
manner that keeps medical marijuana used for the purposes

intended by A.R.S. Title 36, Chapter 28.1.

: o - : 4 ]
?.“e dispensary-regisiration ge.e”’hgatelap%};el ant a“dl Licants

34 Except as provided in subsection (B)(2)(b)(ii), from the dispensary registration
applications received within the time-frame in subsection (B), the Department
shall allocate only one dispensary registration certificate for each CHAA.

C. In April of each calendar year beginning in April, 2012, the Department shall review
current valid dispensary registration certificates to determine if the Department may issue
additional dispensary registration certiticates pursuant to AR S § 36-2804(C).

1 If the Department determines that the Department may issue additional dispensary
registration certificates, the Department shall post the information that the
Department is accepting dispensary registration certificate applications on the
Department’s website, including the deadline for accepting dispensary registration
certificate applications.

a The Department shall post the information in subsection (C)(1) by last day
of the month.

b The deadline for submission of dispensary registration certificate
applications is 30 calendar days after the date of posting in subsection
(C)X(1)(a)

C. Sixty calendar days after the date of posting in subsection (C)(1)(a), the

Department shall determine if the Department received more dispensary
registration certificate applications that are complete and in compliance
with A.R.S. Title 36, Chapter 28.1 and this Chapter than the Department is
allowed to issue.

1 If the Department received more dispensary registration
certificates applications than the Department is allowed to
issue, the Department shall allocate any available
dispensary registration certificates according 1o the
priorities established in subsection (D).

il, If the Department is allowed to issue a dispensary
registration certificate for each dispensary registration
certificate application the Department received, the
Department shall allocate the dispensary registration

‘ certificates to those applicants.

2. If the Department determines that the Department is not allowed to issue
additional dispensary registration certificates, the Department shall post
and maintain the information that the Department is not accepting
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dispensary registration certificate applications on the Department's website
until the next review.

If the Department receives more dispensary registration certificate applications that are
complete and in compliance with A R S. Title 36, Chapter 28.1 and this Chapter than the
Department is allowed to issue, the Department shall allocate the dispensary registration
certificates according to the following criteria:

1. For a county that does not contain a dispensary:

a.

If only one dispensary registration certificate application for a dispensary
located in the county is received by 60 days after the Department posted
the notice in subsection (B)(1)(a), the Department shall allocate the
dispensary registration certificate to that applicant; or

If the Department receives more than one dispensary registration
certificate application for a dispensary located in the county by 60 days
after the Department posted the notice in subsection (B)(1)(a), the

Department shall convene a panel to evaluate and score each application
based on the factors criteria in Subsection (B)(3). randemly-select-one
Y e e Vieationfor :

The Department
shall allocate the dispensary registration certificate {o that the applicant
with the highest score.

2. If there are additional dispensary registration certificates available after
dispensary registration certificates are allocated according to subsection (D)(1),
for a CHAA that does not contain a dispensary:

a.

If only one dispensary registration certificate application for a dispensary
located in the CHAA is received by 60 days after the Department posted
the notice in subsection (C)(1)(a), the Department shall allocate the
dispensary registration certificate to that applicant; or

If the Department received more than one dispensary registration
certificate application for a dispensary located in the CHAA by 60 days
after the Department posted the notice in subsection (C)(1)(a), the
Department shall convene a panel to evaluate and score each application

based on the criteria in Subsection {B){S)__faﬁdeﬁﬂy—seleemﬂe—dﬁpeﬁs&w

registration-apphicationfor-the-epunty-and The Departmeni shail ailocate
the dispensary registration certificate to thet-the applicant with the highest

SCo1€ .

3 If there ate additional dispensary registration certificates available after
dispensary registration certificates are allocated according to subsections (D)(1)
and (D)(2), for all dispensary registration certificate applications not allocated a
dispensary registration certificate pursuant to subsections (D)(1) and (D)(2) and
any other dispensary registration certificates received by 60 days after the
Department posted the notice in subsection (B)(1)(a), the Department shall
ptioritize and allocate dispensary registration certificates to applicants based on:

a.

The criteria in Subsection (B)(3);
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b. The number of registry identification cards issued to qualifying patients
who reside within 10 miles of the applicant's proposed dispensary
location; and

be.  The number of dispensaries operating within 10 miles of the applicant's
proposed dispensary location.

4 If there is a tie or 2 margin of 1% or less in the scores generated by applying the
criteria in subsection (D)(3), the Department shall randomly select one dispensary
registration application and allocate a dispensary registration certificate to that
applicant.

E. For purposes of subsection (D), "10 miles" includes the area contained within a circle that
extends for 10 miles in all directions from a specific location

F. If the Department does not allocate a dispensary registration certificate to an appticant
that had submitted a dispensary registration certificate application that the Department
determined was complete and in compliance with AR.S Title 36, Chapter 28 1 and this
Chapter, the Department shall return $1,000 of the application fee to the applicant.

G. If the Department receives a dispensary registration certificate application at a time other
than the time stated in subsections (B) o1 (C)(1), the Department shall return the
dispensary registration certificate application, including the application fee, to the person
who submitted the dispensary registration certificate application.

The State has an oppottunity to establish a secure, effective, efficient, safe, and virtually fraud-
proof medical marijuana system. The security and effectiveness of the entire system relies on the
dispensaries. It is imperative to have the most qualified applicants operating Arizona’s medical
marijuana dispensaries

IIl1. I[FTHE DEPARTMENT RETAINS RANDOM SELECTION OF DISPENSARY
APPLICANTS, IT MUST RAISE THE BAR FOR OPERATING A MEDICAL,

MARILJUANA DISPENSARY.

If the Department retains the proposed dispensary registration certificate allocation process in
R9-17-302, the Department must raise the bar for operating a medical marijuana dispensary in
order to

» prevent fraud and theft,
* increase the overall security of the system,

 ensure that the medical marijuana is limited to those persons authorized by the Arizona
Medical Marijuana Act to possess and use medical marijuana,

* ensure the efficacy of Arizona’s medical marijuana system; and

» ensure that the entities that receive the dispensary registration certificates are qualified.
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One way to raise the bar for operating a medical marijuana dispensary is to enhance the current
security requirements. The rules require in R9-17-303(B)(4) that a dispensary submit policies
and procedures for security In addition to the security requirements in the rules, dispensaries
should be required to store medical marijuana supplies that are stocked in a dispensary during the
day in a safe or other locked, limited access area during non-work hours. The Department could
add a rule at R9-17-317:

H. All medical marijuana packaged and prepared for distribution must be stored in a safe,
vault, or other similar locked, secure, and limited access storage container during non-

working hours.

The security policies should also be modified to require

R9-17-317. Security

(G)(2). Policies and procedures:
a. That restrict access to the areas of the dispensary that contain marijuana
and if
applicable, the dispensary’s cuitivation site, to authorized individuals only;

b That provide for the identification of authorized individuals;

c That prevent loitering;

d. For conducting electronic monitoring; and

e For the use of a panic button;

f. For the storage of medical marijuana that has been packaged and prepared
for distribution;

2 For the security of medical marijuana during transpoitation;

h.  For identifying and reporting unlawful activity; and

i Fot the training of dispensary agents on the dispensary’s security policies
and procedures.

Security features such as the use of biometrics when dispensing medical marijuana and requiring
an electronic tracking and inventory system that can interface with a DHS monitoring system to
allow DHS real-time tracking of all dispensaries’ medical matijuana inventory from seed to sale,
discussed in greater detail below, become increasingly more important if dispensary registration
certificates are awarded by random selection. If the State does not select the most qualitied
dispensary registration certificate applicants, i.c those whose applications demonstrate effective
procedures to prevent fraud and deter unauthorized activity, effective patient recordkeeping and
privacy policies, and the highest standards of security and inventory control, then the State must
exercise strict oversight of the dispensaries Arizona can learn from the experiences of other
states, such as California and Colorado, and establish a secure and fraud-proof system, but this
requires the involvement of the Department and the best possible rules and standards that can be
implemented.
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IV. THE DEPARTMENT SHOULD REQUIRE ELECTRONIC TRACKING AND
INVENTORY CONTROL TQ PREVENT FRAUD, THEFT AND ABUSE OF THE

MEDICAL MARIJUANA LAWS,

A, Electronic Tracking and Inventory Control is Essential and Provides
Benefits to the State and Law Enforcement That are Necessary to Enforce
the Medical Marijuana Law,

The current proposed rules are too open to fraud and abuse. There is too much room for human
error and human malfeasance. To protect against fraud, theft, and abuse of the medical
marijuana laws, electronic monitoring of medical marijuana supplies from seed to sale must be
an integral part of Arizona’s governmental oversight. Arizona must require state of the art
technology to prevent fraud and abuse, rather than relying on 20" century technologies that are
susceptible to fraud and abuse.

DHS is the agency with authority to enforce the Arizona Medical Marijuana Act. 1t is the
Department’s responsibility to oversee the system and prevent fraud or abuse. The dispensaries’
electronic inventory control system can be tequired to interface with a computer system and
software at DHS that would allow DHS real-time monitoring capabilities—the ability to track
every marijuana seed or clone from the time it is planted by a dispensary until it is dispensed to a
qualifying patient or designated caregiver.

Knowing that the Department has the ability to continually menitor a dispensaty’s inventory will
down to the plant will help deter fraud by the dispensary If a dispensary knows that it will have
up to five days’ notice of an inspection by the Department, which is currently proposed in R9-
17-308, unscrupulous dispensary operators are provided the opportunity for fraud, including but
not limited to:

* falsifying paper documents before an inspection;

« selling medical marijuana on the illegal drug market that is not properly accounted for in
their dispensary inventory;

» altering inventory to incorporate into an existing “batch” marijuana that was being grown
for sale on the illegal drug market;

* acquiring additional marijuana if their marijuana on hand is less than showing their
inventory;

» modifying structures and grows to hide violations of the law; and

* make other alterations to their facilities, systems, or inventory to hide violations of the
medical marijuana laws and regulations.
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Knowing that the Department has immediate access to the inventory, however, will deter this
type of action and mentality.

Electronic inventory monitoring from seed to sale of every medical marijuana plant by the State
will:

» Prevent medical marijuana from ending up on the illegal drug market and prevent black
matket activity.

* Prevent document fraud. Paper documents are more easily forged and manipulated than
an electronic records. Tampering with computer files leaves electronic traces that allow
potential fraud to be more easily detected than the tampering or falsifying of paper
documents.

* Aid the government to accurately monitor and control medical marijuana supplies and
dispensing,.

*  Save the State time and money. Rather than the time and expense of an individual going
through pages of paper documents, the auditor could easily run gueries on the electronic
system that would provide the information in significantly less time and with less effort.

* Reduce man hours required to enforce the medical marijuana law and regulations and
fiee employee’s time to focus on other Department priorities Electronic monitoring is
the most efficient oversight that the Department could implement.

*  Assist the Department to monitor the transfer of medical marijuana between dispensaries
With a quick computer command, DHS will be able to determine if the amounts of
medical marijuana listed by the dispensary providing the medical marijuana match the
amounts listed by the receiving dispensary, rather than having to visit each dispensary to
manually review its records.

illegal drug market. Many states with medical marijuana laws have identified the sale of medical
marijuana on the illegal drug market as a major problem. Last month, the Colorado Attorney
General's Office and the Northern Colorado Drug Task Force arrested 9 people for allegedly
selling marijuana unlawfully and using the Colorado Medical Marijuana Law as a cover for
illegal operations ' Colorado has also identified and prosecuted illegal growers who sell to

The State must implement rules that will help prevent medical marijuana from being sold on the

' The Huffington Post, Jan. 7, 2011, available at http:/www huffinglonpost comy201 1/01/07/colorado-medical-
marijuan_5_n_806052 html. Colorado is just onc cxample. The Oakland County (Michigan) Sheriff’s Office is
currently conducting an investigation into a medical marijuana entrepreneur in Michigan, based on tips from two
drug dealers that they were acquiring marijuana from the medical marijuana grower. Bill Laitner, Cops: Medical-
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medical marijuana dispensaries.” The State can prevent the problems encountered in Colorado
and elsewhere by implementing strict electronic inventory requirements.

B. Description of How Electronic Tracking and Inventory Control from Seed to
Sale Would Work,

The seed to sale tracking and inventory control would work as follows:

The Department would implement a medical marijuana inventory monitoring system
using software that would allow the Department to teceive information from dispensaries
in real time relating to the dispensaries’ medical marijuana inventories, from the time that
it is planted until the time that it is dispensed

This system could be integrated with the medical marijuana electronic verification
system. Each dispensary would have an electronic inventory control system that has the
ability to push information in real time to the Department’s medical marijuana inventory
monitoring system.

Each seed or cutting of medical marijuana would be assigned a plant number, which
would be placed as a bar code onto the medical marijuana plant (for example on the
growing container or tag tied (o the plant). All medical marijuana and unusable
marijuana from the plant would be identified with that same barcode.

The dispensary would enter the information required by the rules for each plant/batch in
R9-17-315(4) into the electronic tracking and inventory system. The information in R9-
17-315(B)(4)(a)-(f) would be entered at the time of planting The information in R9-17-
315(B)(4)(g)-(h) would be entered at the time of harvest.

If the dispensary has a separate cultivation site, information about the transfer of medical
marijuana would be entered in the electronic tracking and inventory system at the point of
departure and at the point of delivery.

When one dispensary provides medical marijuana to another dispensary, the dispensary
providing the marijuana would enter information required by the rules into its electronic
system at the point that the medical marijuana leaves its possession, and the receiving

Marijuana Site Supplied Drug Dealers, Detroit Free Press, Jan 13, 2011, available at
http:/fwww treep com/article/20110113/NEWS03/1101 13066/Cops-Medical-marijuana-site-supplied-drug-dealers

? Two Plead Guilty to Illegally Selling Pot to Medical Marijuana Dispensary,” NBC 11 News, Grand Junction
Colorado, May 14, 2010, available at http://www nbclInews com/home/headlines/93814524 html
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dispensary enters information required by the rules into its efectronic system when it
takes delivery, keeping the same batch number.

* The medical marijuana—-identified by plant number and information about the plants—
then remains in the dispensary’s electronic inventory records until dispensed.

«  The electronic inventory system records the amount dispensed and identifies the
qualifying patient or designated caregiver to whom the medical matijuana was dispensed.

At all steps in this process, the information is being provided to the Department as transactions
occur  The Department can look at the electronic records and identify any potential
discrepancies. It can then do site inspections to ensure that the electronic records match the
actual inventory It can review the file on an entire batch to follow it from the time it was
planted until the time it is dispensed to the patient and track the disposal of unusable marijuana.

Technology is cutrently available and more technology is being introduced that would allow
dispensaries to implement an electronic inventory control system. Electronic inventory control
and tracking is common in the retail industry, and can be modified for use with medical
marijuana. A bar code scanner and a bar code printer can be purchased at literally hundreds of
stores and online shopping sites. Inventory tracking systems that incorporate point-of-sale
tracking are also readily available, as demonstrated by a Google search for “barcode printer and
scanner” and “inventory tracking software ” The technology exists to require electronic
inventory control and tracking. The dispensary needs only to ensute that the software it uses can
interface with the software used by the Department monitoring and oversight.

C. The Department Needs to Address Tracking and Inventory of Medical
Marijuana That a Dispensary Acquires from a Qualifying Patient or
Designated Caregiver.

For any inventory monitoring system to be effective, it must address the medical marijuana a
dispensary acquires from a qualifying patient or designated caregiver. Medical marijuana
cultivated by a qualitying patient or designated caregiver is really the wild card in the medical
marijuana system. To incorporate it into the electronic tracking system, dispensaries could be
required to give the medical marijuana acquired from a qualifying patient o1 designated caregiver
a “plant number” that would then allow it to be tracked like the dispensary’s other medical
marijuana inventory.
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D, Suggested Rules to Implement Electronic Tracking and Inventory Control
from Seed to Sale.

a. Medical Marijuana Inventory Monitoring System.

The Department must implement a medical matrijuana inventory monitoring system using the
best technology available In the rules, add a definition:

“Medical marijuana inventory monitoring system” means a secure, electronic system established
and maintained by the Department for tracking and monitoring of dispensaries’ medical

marijuana inventoiies.

b.  Inventory Control System.

The Department has already taken the step in the draft rules of requiring a batch number on alla
batch number for each batch of medical marijuana cultivated in the State. The definition of
batch, however, is way too broad to be effective in tracking and monitoring medical marijuana
inventory and does not provide enough control and oversight. Dozens or hundreds of plants of
various strains could be planted at the same time and identified with the same baich number, but
the State and law enforcement would have no idea how many plants are in a batch. To prevent
fraud and improve security, the Department should require each plant to have an individual
identification number. The inventory tracking rules as proposed, with some slight modifications
suggested below, could be applied at the plant level 1ather than the “batch” level. This would
improve inventory control, which is almost illusory in the current rules, and would reduce fraud,
reduce loss, and help prevent medical marijuana from being sold on the illegal drug market.

We suggest removing R917-101(4)-(5), the definitions of batch and batch number, and inserting
a definition of plant number as follows:

"Plant number" means a unigue numeric o1 alphanumeric identifier assigned to a medical
marijuana plant by a dispensary when the seed or cutting is planted or assigned to medical

marijuana acquired by a dispensary from a qualifying patient or designated caregiver,

In order to use a plant number rather than a batch number, in R9-17-316 replace “batch number”
with “plant number” throughout the rule. Modify R9-17-315 as follows:

R9-17-315. Inventory Control System

A, A dispensary shall designate in writing a dispensary agent who has oversight of the
dispensary's medical marijuana inventory control system.
B. A dispensary shall establish and implement an glectronic inventory control system that is

compatible with and capable of interfacing with the Department’s medical marijuana
inventory monitoring system for the dispensary's medical marijuana that decuments
records and tracks:
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1. Each day's beginning inventory, acquisitions, harvests, sales, disbursements,
disposal of unusable marijuana, and ending inventory by amount and plant
number, including whether each plant on hand is in cultivation, in processing, or
stored as processed usable marijuana;
2 For acquiring medical marijuana from a qualifying patient or designated
caregiver:

a. A description of the medical marijuana acquired including the amount and
strain;

b. The name and registry identification number of the qualifying patient,
designated caregiver, or dispensary and dispensary agent who provided the
medical marijuana;

c. The name and registry identification number of the dispensary agent
receiving the medical matijuana on behalf of the dispensary; and

d. The plant number that the dispensary has assigned to the medical
marijuana; and

d The date of acquisition;

3. For acquiring medical marijuana from another dispensary:

a. A desctiption of the medical marijuana acquired including the amount,
strain, and bateh plant numbers;

b. The name and registry identification number of the dispensary and the
dispensary agent who provided the medical marijuana;

c. The name and registry identification number of the dispensary agent
receiving the medical marijuana on behalf of the dispensary; and

d The date of acquisition;

4, For each bateh-of marijuana plant cultivated:
a. The bateh plant number;
b. Whether the bateh-plant originated from marijuana seeds or marijuana
cuttings;
The origin and strain of marijuana seed or marijuana cutiing planted;
T i s i " ) | L
The date the marijuana seeds or cuttings were planted;
A list of all chemical additives, including non-o1ganic pesticides,
herbicides, and fertilizers used in the cultivation;
The-numberof female-plants-grown-to-maturity;
Harvest information including;
1 Date of harvest;
ii. Final processed usable marijuana yield weight;
iil. Name and registry identification number of the dispensary agent
responsible for the harvest; and

l:g-’lg_g‘o
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5. For each cultivation, in addition to the information in Subsection (B)4):
a. The number of marijuana seeds or marijuana cuttings planied:
b. The number of female plants prown to maturity;
C. The disposal of medical marijuana that is not usable matijuana including
the:

i. A description of and reason for the marijuana being disposed of
including, if applicable the number of any male, failed, or other
unusable plants:

ii. Date of disposal;

1it, Method of disposal; and

v, Name and registry identification number of the dispensary agent
responsible for the disposal;

6. For providing medical marijuana to another dispensary:
a. The amount, strain, and bateh-plant number of medical marijuana
provided,
b The name and registry identification number of the other dispensary,
C. The name and registry identification number of the dispensary agent who
received the medical marijuana on behalf of the other dispensary, and
d. The date the medical marijuana was provided;
6 For providing medical marijuana to a food establishment for infusion into an
edible food product:
a A description of the medical marijuana provided including the amount,
strain, and batek plant number;
b. The name and registry identification number of the designated agent who:

i Provided the medical marijuana to the food establishment on
behalf of the dispensary, and

il Received the medical marijuana on behalf of the food
establishment; and

c. The date the medical marijuana was provided to the food establishment;
and
7. For receiving edible food products infused with medical marijuana from a food
establishment:
a The date the medical marijuana used to infuse the edible food products

was teceived by the food establishment and the amount and bateh plant
number of medical marijuana received,

b. A description of the edible food products received irom the food
establishment, including total weight of each edible food product and
estimated amount and batek- plant number of the medical matijuana
infused in each edible food product;
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c. Total estimated amount and batch number of medical marijuana infused in
edible food products;
d A description of any reduction in the amount of medical marijuana;
e. For any unusable marijuana disposed of at the food establishment:
i. A description of the unusable marijuana,
ii. The amount and batch number of unusable marijuana disposed of,
iii. Date of disposal,
iv. Method of disposal, and
V. Name and registry identification number of the dispensary agent
responsible for the disposal at the food establishment;
f. The name and registry identification number of the designated agent who:
i Provided the edible food products to the dispensary on behalf of
the food establishment, and
ii. Received the edible food products on behalf of the dispensary; and
g. The date the edible food products were provided to the dispensary.

8. Information required in Subsection (B){1)-(7) must be recorded
contemporaneously with the event.

9. The dispensary’s electronic inventory control system must transmit information to
the Department’s medical marijuana inventory monitoring system as it is entered
into the dispensary’s electronic inventory control system.

The individual designated in subsection (A) shall conduct and document an audit of the

dispensary's inventory that is accounted for according to generally accepted accounting
principles at least once every 30 calendar days.

1

If the audit identifies a reduction in the amount of medical marijuana in the
dispensary's inventory not due to documented causes, the dispensary shall
determine where the loss has occurred and take and document corrective action,
If the reduction in the amount of medical marijuana in the dispensary's inventory
is due to suspected criminal activity by a dispensary agent, the dispensary shall
report the dispensary agent to the Department and to the local law enforcement
authorities.

A dispensary shall:

1.

2.

Maintain the decumentatien electronic records required in subsections (B) and (C)
at the dispensary for five years from the date on the document, and

Provide the Department with authorized to the dispensary’s electronic inventory
control system, including all electionic records decumentation required in
subsections (B) and (C), to the Department for review upon request.

Ensure the dispensary’s electronic inventory conirol system intertaces correctly

with the Department’s medical marijuana monitoring system.
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c. Inspections by the Department.

As discussed above, providing dispensaries with notice of an inspection and up to five business
days before the inspection leaves too much room for fraud and abuse We recommend revising
the rules as follows:

R9-17-308. Inspections

A, Subrmission of an application for a dispensary registration certificate constitutes
permission for entry to and inspection of the dispensary and, if applicable, the
dispensary's cultivation site.

B. Except as provided in subsection (D), an on-site inspection of a dispensary or cultivation
site shall occur at a date and time agreed to by the licensee and the Department that is no
later than five two working days after the date the Department submits a written request
to the dispensary to schedule the certification or compliance inspection, unless the
Department agrees to a later date and time.

C. The Department shali not accept allegations of a dispensary'’s noncompliance with AR S.
Title 36, Chapter 28 1 or this Chapter from an anonymous source
D. 1f the Department receives an allegation of a dispensary's or a dispensary's cultivation

site's noncompliance with AR S Title 36, Chapter 28 1 or this Chapter, or if the
Department has a reasonable suspicion that a violate has occurred based on information
from the Department’s medical marijuana inventory monitoring system, the Department
may conduct an unannounced inspection of the dispensary or the dispensary's cultivation
site

E. 1f the Department identifies a violation of statute or rule during an inspection of a
dispensary or the dispensary’s cultivation site:

1. The Department shall provide the dispensary with a writien notice thal includes
the specific rule or statute that was violated; and

2. The dispensary shall notify the Department in writing, with a postmark date
within 20 working days after the date of the notice of violations, identitying the
corrective actions taken and the date of the correction.

F, If the Department provides a dispensary with a written request for a copy of any tecord o1
document required by AR S. Title 36, Chapter 28.1 or this Chapter, the dispensary shali
submit a copy of the requested record o1 document to the Department within five working
days after the date on the Department’s written request

d.  Verification Statement in Dispensary Application.

The Department should add a requirement to the process for applying for approval to operate &
dispensary to confirm that the dispensary’s electionic inventory control system is compatible
with the medical marijuana inventory monitoring system established by the Department.

R9-17-304. Applying for Approval to Operate a Dispensary

9. A sworn statement siened and dated by the individual or individuals in R9-17-301
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certifying that the dispensary’s electronic inventory control system is compatible with the

Department’s medical marijuana inventory monitoring system and that the dispensary will
comply with the requirements of R9-17-315.

e. Biometrics in the Dispensary Inventory Control System.

The Department should also require a biometric chain of custody for medical marijuana This
would deter fraud and make it easier to identify the persons who may be acting fraudulently
Dispensary agents could be required to use a fingerprint to access the dispensary’s inventory
control system, providing indisputable evidence of the person who entered the information and
had access to the inventory To do this, the Department should add a rule:

R9-17.315. Inventory Control System

A, A dispensary shall designate in writing a dispensary agent who has oversight of the
dispensary's medical marijuana inventory control system.

B. A dispensary shall establish and implement an electronic inventory control system that
requires biometric identification of the users before a user can access it or enter
information and that is capable of interfacing with the Department’s medical marijuana
inventory mgnitoring system for the dispensary's medical marijuana that decuments
records and tracks:

V., THE DEPARTMENT SHOULD INCORPORATE BIOMETRICS INTO THE
MEDICAL MARIJUANA DISPENSING PROCESS.

A, Biometrics are Required te Prevent Fraud.

Arizona should implement a system that will do the most possible to deter fraud and improper
use and keep medical marijuana for the intended purposes The proposed rules reach only half-
way to that goal. To prevent fraud and inciease the ease of enforcement, it is mandatory that the
medical marijuana registration cards incorporate biometrics by use of a fingerprint identification
system, The only way to ensure that the medical marijuana is dispensed only to qualifying
patients or designated caregivess is to incorporate biometrics to prevent fraud.

Photo identification is insufficient.

» Photographs and identification based on photographs can be altered and false
identification made.

* People with similar appearance can use someone else’s card if it {s based entirely on a
photographic match.

*  Whether a person looks like the photo on a card or in a database is very subjective.
Relatives with similar appearance can often use one another’s ID cards. People can tell
the dispensary agent that they changed their hair, lost or gained significant weight, wear
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colored contacts, or a dozen other excuses for minor variations in appearance between the
individual and the photograph associated with the registry identification card

The only way that the dispensary can know for sure that the individual providing the registry
identification card and acquiring the medical marijuana is the person authorized to obtain
medical marijuana is through the use of biometrics.

The only way to prevent fraud by qualifying patients—or people alleging to be a gualitied
patient—is to incorporate biometrics into the registry identification card. The current proposed
rules do not require a qualifying patient to submit fingerprints or undergo a background check ’
This leaves room for the same type of fraud to occur within the medical marijuana system that is
now occutring with prescription narcotics.

Prescription drug fraud is on the rise, and prescription drug abuse has reached epic proportions
Law enforcement and government have identified prescription diug fraud as a major increasing
ptoblem. In a study published in the American Journal of Preventive Medicine, researchers
found that hospitalizations for poisoning by prescription opioids, sedatives and tranquilizers in
the U.S. have incieased by 65% from 1995 to 2006.% Several cities have a prescription fraud
units or special prosecutors for prescription fraud * The State of Arizona has recognized that
prescription drug fraud is a major problem 5 This should not be allowed to happen with medical
marijuana.

* Qualifying patients are required to submit a copy of an Arizona identification card or driver’s license or
U S. Passport photo page to establish authorized presence in the U.S. There is no system in the rules,
however, for verifying that information.

4U.S A Today, Prescription Drug Overdoses Jump, Sending More to Hospitals, updated Aug. 10, 2010
(at http://www usatoday com/news/health/2010-04-09-prescription-drugs N htm)

S Orlando, Florida (http://www cityoforlando net/police/investigations/ded htm) is one of several cities
that has law enforcement officers dedicated to investigations of prescription fraud Ohio has special
prosecution unit for investigating and prosecuting prescription drug fraud

(http://www dispatch com/live/content/local_news/stories/2011/02/10/prescription-drug-abuse-unit-
formed html?sid=101).

® Then-Attorney General Goddard stated in a DEA press release, “Prescription drug abuse is a dangerous
and growing problem in Arizona . .” U.S. Drug Enforcement Administration, Press Release, Physician
Accused of Multiple Crimes in Massive Prescription Drug Case, July 14, 2009

(http://www justice. gov/dea/pubs/states/newsrel/2009/phnx(71409 html)
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Prescription drug fraud must be stopped and the same fraud cannot be allowed to permeate the
medical marijuana system. The Department has to act now to establish a system to prevent
fraud, rather than waiting until after the medical marijuana fraud has reached epidemic
proportions to try to make rules to clean up the mess.

The fraud that is plaguing the prescription drug business us a precursor of the fraud that could
occur in the State medical marijuana system. People will use the same systems they use for
prescription drug fraud to obtain fraudulent medical marijuana registry identification cards. One
common type of prescription fraud relies on the use of false identification cards People acquire
multiple fake identification cards They visit several doctors, using a different name and fake
identification with each doctor. In this way, they obtain multiple prescriptions for narcotics and
then fill them at different pharmacies Similarly, a person could provide false information to the
Department to obtain more than one registry identification card Although a qualifying patient is
required to provide a copy of an Arizona identification or a U S. Passport photo page, a person
may be able to provide high quality fakes in order to obtain multiple cards. The use of
biometrics would prevent this type of fraud. Biometrics is the only secure, fraud-proof system
for ensuring that only authorized individuals receive medical marijuana.

In order to curb prescription fraud, the City of Peoria recently discussed requiting biometrics for
dispensing of any Schedule I or Schedule II controlled substance by pharmacies in Peoria.
Peoria law enforcement officials support this requirement. Using biometric identification is the
way that Peoria police believe that they can control prescription fraud. The same logic applies in
the medical marijuana context. Law enforcement tavors biometrics to help prevent and detect
fraud and abuse.

The patient’s biometric and other confidential information would not be contained on the registry
identification card so there would be no risk if the card is lost. The biometric information would
be contained only in the dispensary files. The card can contain a confidential alphanumeric
identifier for each individual and not contain personal information, thus alleviating security
concerns relating to the registry identification card and use of biometrics.

Biometrics is already used across the nation. It is used for security, employee limekeeping,
secure electronic banking, other financial transactions, and many other uses The use of
biometrics is expanding every day. In the Enhanced Border Security and Visa Entry Reform Act
of 2002, the U S. Congress mandated the use of biometrics in U.S. visas. Many Homeland
Secutity Directives address the use of biometrics. Many computers offer a security feature
requiring the user to scan their fingerprint to access the computer. People can purchase safes
with a fingerprint lock  Security features using biometrics are the future, and that future trend is
available now. Arizona has the opportunity to be on the leading edge. Arizona’s medical
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marijuana laws need to be proactive and forward-looking, and biometrics is an essential feature
of a secure and fraud-proof medical marijuana system.

B. Suggested Rules Regarding Biometrics.

With the technology that is already available and affordable, each medical marijuana dispensary
can easily capture the biometric information of qualified patients and designated caregivers The
Department could require each dispensary to establish an account for each qualifying patient and
designated carcgiver that would include the qualifying patient’s o1 designated caregiver’s
biometric fingerprint. The file containing the fingerprint record would be maintained securely al
the dispensary, and each dispensary would create its own record for each qualifying patient or
designated caregiver.

We recommend requiring a statement with the application that the dispensary has or will acquire
the necessary equipment to use biometric fingerprint identification Further, upon inspection by
the Department prior to the opening of a dispensary, the Department would ensure that the
biometric equipment is installed and operative.

R9-17-303. Applying for a Dispensary Registration Certificate

B. To apply for a dispensary registration certificate, a person shall submit to the Department
the following: :

7 A business plan demonstrating the on-going viability of the dispensary as on a
not-for-profit basis; ard

8 A sworn slatement siened and dated by the individual or individuals in R9-17-301
certifving that the dispensary has purchased or will purchase and maintain
equipment and software for required to use fingerprint biometrics to verify the
identity of all qualifying patients and designated caregivers priot to dispensing
medical marijuana. '

89.  The applicable fee in R9-17-102 for applying for an initial registration of a
dispensary

The dispensing rules could be modified as follows:

R9-17-313. Dispensing Medical Marijuana
Before a dispensary agent dispenses medical marijuana to a qualifying patient or a designated
caregiver,
the dispensary agent shall, either manually or by automated electronic means:
1 Verify the qualifying patient's or the designated caregiver's identity through use of
a biometric fingerprint reader;

2
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The registry identification rules should require applicants to provide a fingerprint to a
dispensary:

R9-17-202. Applying for a Registry Identification Card for a Qualifying Patient or a
Designated Caregiver

H. The first time that a gualifying patient or designated caregiver acquires medical

marijuana from a dispensary, the qualifying patient or designated casegiver shall allow
the dispensary to capture a fingerprint for purposes of biometric identification of the
qualifying patient o1 designated caregiver. This biometric fingerprint identifier shall

become part of the dispensary’s records for the qualifying patient.
Hl.  For purposes of this Article, "25 miles" includes the area contained within a circle that

extends for 25 miles in all directions from a specific location.

The Department would also modify the rules for dispensaries to require them to establish
procedures for capturing biometric fingerprints from qualifying patients and designated
caregivers and registering the fingerprint with the registry identification card in the dispensary
computers.

R9-17-309. Administration
A, A dispensary shall:

8. Develop a procedure for:
1. capturing the fineerprint of a qualifying patient or designated caregiver the

first time that the dispensary dispenses medical marijuana to a qualifying
patient or designated caregiver after verifying the qualifying patient’s or

designated caregiver’s identity:
i, securely electronically storing the fingerprint to be used as a biometric

identifier of the qualifying patient or designated caregiver; and

ii. using biometric fingerprint identification every time that the dispensary
dispenses medical marijuana to a qualifving patient or designated
caregiver.

VI. THE RULES SHOULD EXPRESSLY PERMIT DISPENSARIES TO DEVELOP
ELECTRONIC SYSTEMS TO INTERACT WITH AND PROVIDE
INFORMATION TO THE STATE’S MEDICAL MARIJUANA ELECTRONIC
VERIFICATION SYSTEM

The proposed rules appear stuck in a time period where every item of information must be
manually entered into a computer system. Technology now automates many functions to make
transactions more efficient and secure. The Department’s rules must acknowledge advances in
technology. The proposed rules require a dispensary agent to verify information from the State’s
medical marijuana electronic verification system and enter additional information into the system
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relating to the transaction. The technology is available to allow this process to be antomated so
that the dispensary computer directly communicates with the medical marijuana electronic
verification system without a human user being required to enter the information This
automatic communication from computer-to-computer would reduce the chances of human error
while reviewing or inputting information, and thus better prevent fraud and impioper dispensing
of medical marijuana. It would also mean that human users could not alter or enter fraudulent
information, again reducing the chances for fraud or abuse of the medical marijuana system.

This can be addressed simply in the rules with the following change:
R9-17-313. Dispensing Medical Marijuana
A Before a dispensary agent dispenses medical marijuana to a qualifying patient or a

designated caregiver, the dispensary agent shall, either manually or by automated
electronic means:

The Department should support the use of the most up-to-date and fraud-proot technologies and
not do anything in the rules that could be interpreted to preclude the use of these technologies.

CONCLUSION,

Arizona should set the strictest requirements for safety, security and fraud prevention that any
state has yet established. The State has a chance to avoid the pitfalls that other states have
encountered in enforcing their medical marijuana laws. Electronic inventory tracking and
control that is monitored by the Department is one key. The use of biometrics is another key.
Arizona should set the gold standard for all other states to emulate, We have the opportunity to
do what no state has yet done: establish a safe, secure, efficient, and virtually frand-proof system
for the cultivation, sale, and use of medical marijuana. Having the best possible rules at the
outset is crucial, as it will be more difficult to change practices later than to establish the best
practices at the beginning of the program.

We hope these recommendations are helpful and will be incorporated into the remainder of the
rulemaking process in order to best serve the interests of all affected parties in Arizona.

Sincerely,

/4
f/’wf’u g (@ /el

Julie A Pace
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15843 i. 55° Street
Sceitsdale, A7 85254

Camments on AZDHS second set of rules:

| have spent a great deal of time working with companies that want to open Medical Marijuana
dispensaries in Arizona. | certainly appreciate how hard it is 10 draft rules within sdch a short period of
time. The second set of rules is very solld but still need tweaking in a number of ariéas‘. Having reviewed
the law and both draft rules as well as speaking to doctors and potentiai patients | Elave the following

comments:

R9-17-107 - TABLE 1.1 is somewhat unclear. The Time-frame for applicant io complete
application should be renamed Time-frame for applicant to provide mussmg information or
documents :

85-17-107 - TABLE 1.1 should indicate that the Administrative Cem pletnnnss Time-frame is prior
to Time-frame for applicant te complete application. The current order of the columns Is
canfusing, ‘

RS-17-202 F 5 - The requirement for the recommending doctor to sign this statement will
iImpose an undue hardship on patients as many may not have a year’s wortb of medical records.
It also may take a long time to obtain a year’s worth of records if a new docior has to obtaln
records from all of the doctors that the patient has seen In the last year, Thfere will be some
doctors that will not write recommendations for Medical Marijuana so patients will be forced to
find a new doctor. What happens if ane of the doctors does not provide th%a records required in
this Section? This section should be eliminated. If a doctor Is comfortable tn making a
recommendation then they should not be forced to submit to this requlrerﬁent Otherwise
make this a reauirement for a doctor to prescribe all medicine that is extremety addictive or
opium based. :

R9-17-202 G 11 vi - Same comment as comment 3 above.

R9-17-302 - The CHAA systemn to allocate dispensaries is a convenlent idea w&th an amazing
coincidence with respect to numbers but a bad idea. Having heard Will Hurpbie state that the
CHAAs was a method to spread the dispensaries across the state and to prei:ent clustering inthe
Metrapolitan areas | know there Is a better way to accomplish both. First, e%lirn'mate Indlan
Reservations from the CHAA system since none of the reservations have par;sed laws allowing
medical marijuana and likely never wilf. Second, design a system that cente}s a 25 mile ring
around population centers in the outlying corners of the state. Determine ﬁow many need to go
there to cover maost of the rural population. Then allocate the remaining diépensaries to each of
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the citles in the metropolitan areas based on population. Arizona really haifs only 3 significant
metropolitan areas — Phoenix, Tucson and Flagstaff The population in the;; CHAAs in the
Phoenix area range from 18,551 to 224,678. So the largest CHAA has 12..1§times the population
of the smallest That makes no sense. Whoever wins the lottery in the !aréest CHAA will not be
able to serve [ts customers due to all the restrictions placed on the mumcmalitues The CHAA
system will also mean that many areas will go without any applicants mavbe forever. That
would resuit in many more patients and caregivers being mare than 25 mILES from a dispensary
and able to grow their own medicine. Please figure ot a population based solution not a
convenient solution. ;

6. R9-17-302 B 2 b — A random lottery for CHAAs with more than one applicat:on thatis n
compliance is another poor choice. If you must have a lottery, then estab!l;h minimum criteria
to determine applicants eligible for the lottery. The minimum criteria shoui]d include prior
business ownership experience, proaf of financial status necessary to openg and operate a full
dispensary through the months when the business is growing to a break evf&n status, proof of
insurance, and legitimate sensible financial projections and budgets. Feel free to aod other
hasaline criteria from other puhlic comments. :

7. R9-17-302 - There currently is no limit on the number of applications that a group can make ina
CHAA. Establish a limit of 1 per CHAA per group. Determine a group by comparing the
principals and directors of each application in 2 CHAA and If more than 50%:; are common to
more than one application throw out all the applications but one. l

£ R9-17-302 — There is currently no limlt to the number of CHAAs that a group can apply for. In
order to keep it a fair process, limit the number of CHAAs that any one person can be listed in an
application for to 25 Otherwise some very rich person could apply for 50, 75 of more,

9. R9-17-302 — If whatever method you use to divide up the state results in scime areas failing to
draw one qualified application In May then repost those areas. Only appiicz}nts that submitted
qualified applications and did not receive a dispensary can apply for those eimpty areas.

10 R9-17-302 F — Establish a base fund for DHS of $4,000,000. Once that base is met, refund the
excess of application feas back to the denied applicants on a pro-rata basis For example if there
were 3000 applications at $5,000 apiece that would generate $15,000,000 lfn application fees. If
100 dispensaries were approved that would ieave $14,500,000 in fees paid jby denied applicants.
Subtracting $4,000,000 from the $14,500,000 would leave $10,500,000 to he returned to the
denied applicants Accordingly, each of the 2,900 denied appiicants wouid i‘eCEIVe $3,621 back
DHS does not need a fund of $14,500,000. As an alternative reduce the fees charged to all
patients to 2ero. '-

11 RS-17-305 ~This rule is well meaning but comes with consequences. There should be legitimate
business exceptions to this rule. The first thing should be that the prohibltiqn shoutid be from
the date and pertain to the dispensary location that Is approved to operate hot the registration
certificate. The main exceptions should be loss of lease, fire or destruction c}f the dispensary,
and financial viability of the location. | believe that a strict reading of your ciurrent rules would
prevent a destroyed dispensary from applying for renewal as it was not opei_‘l‘. Make this more
reasonable as there is so much scrambiing for sites right now due to uncertainty in the rules that
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some of the best dispensary sites will not be opened as the location would be controlied by a
losing applicant. :

12 RG-17-307 —There is a lack of clarity in this section with respect to when a: dnspensarv
reglstration certificate expires. State that they all expire one year from thg date that the
dispensary opens or that all af the certificates expire on April 30. '

13 R9-17-307 A — !f a dispensary applles for approval to operate a d:spensan,l 1 days in advance of
the expiration date and DHS uses the 45 days and the applicant is forced tb use its 10 days then
the dispensary will not be able to apply for the renewal 30 days in advancre as the approval to
open could be issued 5 days before expiration Change the dates here so that the dispensary
must apply for approval to operate at least 90 days before expiration.

14. R9-17-307 8 3 — Requires an audit by CPAs. For most thatis a daunting task and very expensive
to dispensarles which only results in higher prices or less to distribute to nnn -profit
organizations each year. Sounds like DHS belleves that CPAs are going brake The comfort that
DHS is seeking can be obtained by requiring 2 "review” by a CPA. Thisis Iess costly and takes up
less time. Define previous year !s that the tax year of the dispensary? If s so likely will be the
period ended December 31, 2011 and each subsequent December 31 |If the certiflcate expires
in April each year that would at teast give the dispensary time to get the réwew done and
submitted along with the renewai application 30 days prior to the explrat:on of its certificate.

15. 1 suggest that the first licenses be issued for one year from the date the dnspensary or cultivation
facility received approval to open so that they have a chance to get established and going before
they are already up for renewal.

16 R9-17-312 The requirement for a medicai director is already ieading to pnce gouging by
doctors. | have been told by a physiclan that they are setting the going ratge for a medical
director at $200,000 to $250,000 per yearl!l Thatis outrageous. | sugges{ that you allow
doctors or anyone who can write a prescription under AZ law to be al owed to be the medical
director. If they can prescribe vicodin then they should be able to discuss medlcal marljuana
with a patient. Now that there is no limit to the number of dispensaries a medlcal director can
serve for you could have one charging $200,000 a year and handling 10 dlspensanes or 20 and
make $2,000,000 to $4,000,000 per year, There should be 2 limit to the number of dispensaries
one doctor can be a medical director for.

i thank you for taking the time to read my comments.

ey

Howard B. Hintz
President
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February 17, 2011

Will Humble, Director

Arizona Department of Health Services
150 North 18th Avenue

Phoenix, Arizona 85007

RE: Comments to Medical Marijuana Rules

Dear Will,

The Arizona Medical Board's Subcommittee on Medical Marijjuana met on Wednesday,
February 9 and Wednesday, February 16 to discuss your agency’s draft rules and discuss
possible recommended changes. Below please find the subcommittee’s comments:

1. Adding a definition of Physician — The subcommittee recommends adding a

definition to R9-17-101 to read:

“Physician means a doctor of medicine, naturopathy, osteopathy, or homeopathy
who holds a license in good standing pursuant to Title 32, Chapter 13, 14, 17, or
29

- Removing a Debilitating Medicai Condition — The subcommittee recommends
revising A A C. R8-17-106 to permit a process for conditions to he removed as
well as added to those listed in R9-17-201:

- A person may request the addition or removal of a medical condition or

treatment of a medical condition to the list of debilitating medical conditions listed
in R9-17-201 by submitting to the Department, at the time specified in subsection
(C), the following in writing:

.3 The name of the medical condition or the treatment of the medical condition
the person is requesting to be added or removed,;

6 A summary of the evidence that the use of marijuana will or will not provide
therapeutic or palliative benefit for the medical condition or the treatment of the
medical condition; and
7 Articles, published in peer-reviewed scientific journals, reporting the resuits of
research on the positive or negative effects of marijuana on the medical condition
or the treatment of the medical condition supporting why the medical condition or
the treatment of the medical condition should be added or removed.




The subcommittee recommends that sections B. and C of this section be revised to
contemplate the removal of a debilitating medical condition as well

3 Prohibiting a physician from issuing a certification for marijuana to himself

[&)]

or an immediate family member - “Immediate Family” is defined in AR.S 32 -
1401 13 The subcommittee recommends adding the following rule:

A physician shall not provide a written certification for a member of his or her
immediate family or for himself or herself.

Adding more specific guidelines for addressing Tincture by USP-NF
standards for accurate dosing. The subcommittee recommends revising
AAC R9-17-315B 7 b toread:

A description of the edible food products or tincture by USP-NF {(United States
Pharmacopeia-National Formulary) standards equivalence for accurate
dosing received from the food establishment, including the total weight of each
edible food product and estimated amount and batch number of the medical
marijuana infused in each edible food product, and the total estimated amount
and batch number of medical marijuana infused in edible food products.

WMechanism for creating funding for Marijuana Research — Tnough the
subcommittee recognizes that it may not be possible to incorporate this change
into rule, it also recognizes that the revenue generated from the certifications,
dispensary operation, growing and selling of medical marijuana could be tapped
into to create a revenue stream for research

Thank you for the opportunity to provide these recommendations; the Medical Board, its
staff and its Medical Marijuana Subcommittee lock forward to working with the Department
in our shared vision to create a safe, well regulated medical marijuana treatment option for
Arizona residents.

If you have any questions, please call Lisa Wynn at 480-551-2791

Respectfully,
- ot bl
isa S.

Wynn Dr. Paul Petelin Sr

Executive Director Medical Board Vice-Chair and Chair of

the Board’s Medical Marijuana
Subcommittee



Medical Marijuana Dispensary
One (1) Year Estimate and Estimated Start-Up Costs
{Culiivation Related Costs Not Included)

EXPENDITURE(S) ESTIMATED COST (Range)
1. Entity Formation $ 1,00000- % 5,00000
2. Real Estate’ $  6,00000- $ 90,000.00
3. Architect/Engineeiing Services Fees $ 15,00000- % 50,000 00
4. License and Permits® $ 7,50000- $ 10,000 00
5. Leasehold Improvements3 $ 45,000.00 - $200,000 00
6  Security Equipment’ $ 10,000.00- $ 65,000.00
7  Fumitute and Fixtures $ 35,000.00 - $105,000.00
§ POS/Back Office System’ $ 10,000.00- $ 45,000.00
9  Office Equipment/Supplies $ 15,00000- § 50,000 00
10 Signage § 4,50000- % 18,00000
11. Insuiance $120,000.00 - $200,000.00
12. Utility Deposits $ 10,000.00- $ 30,000.00
13. Initial Inventory $ 50,000 00 - $250,000.00
14. Management Fees $ 50,000 00 - $100,000.00
15. Medical Director $ 75,000 00 - $100,000 00
16 Payroll ® $ 75,000.00 - $150,000 00
17 Patient Education & Information Materials’ $ 5,00000- % 25,00000
18 Inventory Compliance System $ 25,000.00 - $200,000.00
19. Legal Fees $ 30,00000- $ 80,000.00
20 Grand Opening Expenses $ 10,000 00 - § 60,000.00
21. Working Capital $150,000 00 - $300,000 00

The numeric amounts listed are a combined approximation of the expenses/costs necessary to
successful start and operate an Atizona Registered Medical Marijuana Dispensary, for a petiod
of one (1) year. The estimated cost is between seven hundred and forty-nine thousand dellars
($749.000.00) and two million and one hundred thirty three thousand dollars ($2.133.00.00).

' Real estate range is 2,000 ft at $1/ft to 10,000 ft at $3 00/ft. This expenditure estimate covers the first month’s rent
and a security/lease deposit equal to two months rent

? Licenses and Permits: Includes the DHS Medical Marijuana Dispensary Registration Fee, building permits, fire
inspection, and retail sales permits

* Leasehold Improvements: Low-end estimate includes modest improvements to a small location such as paint and
flooring to the lobby area High-end improvements estimate reflects physical improvements to the building, such
as the addition of offices, a newly constructed lobby, and additional restrooms

4 Security Equipment: Includes closed-circuit cameras, metal detectors, and other items to enhance security

5 POS/Back Office System: Includes all POS equipment, staff computers and stations, required hardware, and
licenses.

¢ Payroll: Includes payroll costs associated with a Medical Marijuana Dispensary Manager, Assistant Manager, two
cashiers/dispensary staff, and one security gnard

" patient Education & Information Materials: Inciudes the creation and printing of all required education and
information materials, log books, patient filing system requirements etc




1845 E Southern Avenue, Tempe, AZ 85282 (480) 838-3385 www.azpharmacy.org

February 18, 2011

Director Will Humble

Arizona Department of Health Services
150 N 18" Avenue

Phoenix, AZ85007

Re: Comments on Draft Rules for Medical Marijuana
Dear Director Humble:

The Arizona Pharmacy Alliance is the only organization in the state that represents pharmacy professionals,
including pharmacists, pharmacy technicians and student pharmacists Our mission is to provide optimal patient
care, foster safe and effective medication therapy, promote innovative practice, and empower members to serve
the health care needs of the public

On behalf of the Arizona Pharmacy Alliance {AzPA) the comments below follow our review of the Draft Rule
ianguage pubiished by your Agency regarding implementation of the Medical Marijuana initiative (Proposition
203):

Introduction

As we stated in our previous comments, any law that bypasses the normal approval and distribution process for
medications, which includes the State regulated drug distribution system and licensed pharmacies, is of grave
concern to AzPA. Since the new Arizona law allows marijuana use for medical purposes, marijuana is a medication
and is subject to the provisions of Arizona’s Pharmacy Practice Act and Controlled Substances Act

Prescription Drug Monitoring Program

We appreciate the agency’s consideration of our comments that recommended licensed users of medical
marijuana be identified in the State of Arizona’s Prescription Orug Monitoring Program (PDMP) database With
that being said, we recommend that under R9-17-312, the Medical Director should also be required to access the
prescription monitoring program if he/she recognizes signs and symptoms for substance abuse or diversion. As
stated in draft rule R9-17-202 (G){(11){e}(vi), the patient must present a certificate from a physician who attests to
having reviewed the ASBP CS Prescription Monitoring program, but cross-referencing this requirement in R3-17-
312 would clarify the requirement and ensure patient safety

Medical Marijuana Should be Treated like a Medication

Unti! federal legislation changes its classification, marijuana is a Class-! controlled substance. As such, AzPA
believes that it is illegal to participate in the distribution of marijuana AzPA is advising pharmacists to not get
involved in the dispensing of medical marijuana to avoid Pharmacy Board action or a felony conviction that could
put their license at risk, regardless of whether their involvement is direct or
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indirect. With that being said, pharmacists will be involved in the care of the patients receiving medical marijuana
because these patients get prescriptions filled at community and hospital pharmacies. Pharmacists currently
provide medication therapy management services to ensure safe medication use and detection and management
of adverse drug reactions related to illicit substances, including marijuana, on a daily basis AzPA recommends that
the language in R2-17-202 {11){e}(v) be reinstated or added to requirements of certification Reviewing “response
to conventional medications and medical therapies” is completely different from performing a comprehensive
medical review Since medical marijuana use is approved for qualifying patients with complex HInesses, the risk for
drug-drug and drug-condition interactions is significant

Quality Assurance

Consistent with our previously submitted comments, AzPA is very concerned about the quality assurance of
marijuana Now that marijuana is purported to treat medical conditions, it should be regulated as a medication
Thank you for including the recommendation of including a “batch number” on the product To further strengthen
the rules language, we would recommend that ADHS would consider incorporating language from Title 4
Professions and Occupations, Chapter 23 Board of Pharmacy to ensure high quality and patient safety.
Pharmacists and pharmacies are required to follow these rules to ensure good compounding practices which
should apply to the “edible food products” section of the medical marijuana rules Medical marijuana dispensary
agents should also have to follow similar parameters.

These requirements can be reviewed in the following rules:

R4-23-410 Current Good Compounding Practices
R4-23-609 Pharmacy Area of Community Pharmacy
R4-23-611 Pharmacy Facilities

R4-23-612 Equipment

R4-23-655 Physical Facility

R4-23-656. Sanitation and Equipment

R4-23-657. Security

Product Labeling and Analysis

To ensure patient safety, AzPA recommends that ADHS expand R9-17-316 Product Labeling and Analysis
According to R4-23-407, a prescription order dispensed by the pharmacist includes the following information:
a. Date of issuance;
h Name and address of the patient for whom or the owner of the animal for which the drug or device is
dispensed;
¢ Drug name, strength, and dosage form or device name;
d. Name of the drug's or device's manufacturer or distributor if the prescription order is written generically
or a substitution is made;
e Prescribing medical practitioner's directions for use;
. Date of dispensing;
g. Quantity prescribed and if different, guantity dispensed;
i For a written prescription order, the medical practitioner’s signature;
|. Name or initials of the dispensing pharmacist;
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Medical Marijuana, including the “edible food product” should have a minimum requirement of date of issuance,
name/address of patient, amount, strain, and batch number of medical marijuana, directions for use, date of
dispensing, medical director's name, expiration date, and a certificate of analysis that the product has been
screened for contaminants including mold and other harmful substances commonly found in commercially
prepared marijuana, and name or initials of dispensing agent

Post Marketing Surveillance

Again, AzPA recommends that ADHS implement post marketing surveillance through pharmacists at the Arizona
Poison and Drug Information Center (APDIC) at The University of Arizona to track adverse drug events and monitor
quality, safety and efficacy. There is a significant lack of clinical data indicating the actual safety and efficacy of
marijuana for medical purposes The information can be gathered prospectively and used to educate both the
public and healthcare providers The APDIC already provides continuing education and public outreach to the
healthcare professionals and citizens of Arizona with the infrastructure already in place as required by state law.

AzPA also recommends this Post Marketing Surveillance System be utilized to facilitate proper medical marijuana
disposal The current rules do not address procedures for marijuana disposal by the patient or caregiver following a
change in therapy or the death of a patient Pharmacists at the Arizona Poison and Drug Information Center can
help direct disposal to limit the exposure of a Schedule | substance on the general population

Intention Clause

The Arizona Pharmacy Alliance provides these comments because we are concerned about the use of marijuana
for medical purposes without the involvement of a licensed pharmacist. Notwithstanding any of the comments
provided, the Arizona Pharmacy Alliance is not advocating policies that are in violation of Federal or State law
Pharmacists who, directly or indirectly, care for patients that use marijuana for medical purposes should seek
independent legal counsel for advice about any service provided to ensure compliance with all relevant laws

Thank you for the opportunity to submit public comments Please do not hesitate to call if you have any questions

Respectfully Submitted,

Mindy D Smith, BSPharm, R Ph.
Chief Executive Officer



Barbara LaWall
Pima County Attorney

Pima County Atterney's Office
32 N Stone Avenue

Suite 1400

Tucson, AZ 85701

Phone (520) 740-5800
Fax {520} 740-5585

WWW pcao.pima gov

February 18, 2011

Director Will Humble

Arizona Department of Health Services
150 N. 18th Avenue, Suite 500
Phoenix, AZ 85007-3247

Re: Comments to ADHS Revised Draft Rules for Medical
Marijuana Issued January 31, 2011

Dear Mr. Humble:

Thank you for the care that you have taken to draft proposed rules for
the implementation of Arizona’s Medical Marijuana Program and for the
opportunity to provide input

[ appreciate your incorporation of many of my comments into the
revised draft set of rules issued by the Arizona Department of Health
Services on January 31, 2011 You did not incorporate the recommendation
to limit medical directors of dispensaries to physicians who are in good
standing and have not had their prescribing privileges revoked or limited |
urge you to do sa.

The comments that were submitted on January 7, 2011 by Yavapai
County Attorney Sheila Polk from the Yavapai County Substance Abuse
Coalition concerning the original draft rules were excellent To the extent
those recommendations have not been incorporated into your revised draft, |
urge you to incorporate them now

I would add the following two recommendations:

R9-17-101 Definitions:

On page 5, Definition 21 defines "Public place "

Paragraph b is too narrow. It should be changed to read, "Includes but is not
limited to airports; banks; .." since the number of actual public places is not
capable of being exhaustively detailed. For example, the definition ought to
include residential neighborhood parks belonging to homeowner
associations, not just "parks" as defined by statute, which is a term that could
be argued to refer only to parks that are owned by public bodies.

Alternatively, paragraphs a, b, and ¢ could be changed as follows:
a. Means any location other than a residence;

b. DELETED

C RETAIN AS IS, but delete vii.
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This latter approach would restrict the use of marijuana to private homes
and to care facilities that allow it.

R9-17-308 Inspections:
Paragraph C. states: "The Department shall not accept allegations of a

dispensary’s noncompliance with AR.S Title 36, Chapter 28.1 or this Chapter
from an anonymous source.” This should be changed to state: "The
Department MAY CONSIDER allegations of a dispensary's noncompliance . .
from an anonymous source.”

If a problem arises in the future with a multitude of allegations of
noncompliance from anonymous sources, then this could be revisited, but it
should not be presumed that such will be the case

Thank you for the opportunity to comment on the proposed rules for
the implementation of Arizona’s Medical Marijuana Program.

Sincerely,

/éﬂ/‘vm-w— 4«4>M&__

Barbara LaWall

fejw



Thomas Salow

From: Bruce Liggett [bruce@azcca org]

Sent: Friday, February 18, 2011 2:44 PM

To: Thomas Salow

Cc: Will Humble

Subject: Comments on medical Marijuana Draft Rules

We submitted the following electronically today:
Thank you for including child care facilities as a public place in the regulations ( p 5).

The Arizona Child Care Association would like for the 500 feet prohibition for dispensaries or
cultivation sites (p56) to apply to licensed child care facilities.

You could accomplish this by adding the reference to child care facilities to page 56 or perhaps
adding a definition of public or private school that would include licensed child care facilities (which
ever is the clearest way to ensure that the 500 feet prohibition includes child care)

Thank you for the opportunity to provide public comments

Bruce 602-291-9451

Bruce Liggett, Executive Director
bruce@azcca.org

Arizona Child Care Association
2100 N Central Suite 225
Phoenix, AZ 85004

WWwW.az2¢ca.0rg
Office - 602-252-3845
The Arizona Child Care Association (ACCA) is a professional non-profit organization of private non-profit and proptietary child care

centers. The ACCA mission is to promote accessible, affordable and quality early care and education that meets the needs of famtlies
and children statewide
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Febiuary 18, 2011

Arizona Department of Health Services
Division of Public Health Seivices

150 Notth 18" Avenue

Phoenix, Arizona 85007

RE:  Public Comments to DHS Medical Maiijuana Dispensary Draft Rules
Dear Director Humble:

We ate the Biltmore Bank of Atizona, a locally owned and operated bank,
dedicated to the giowth and development of the local community and focused on helping
Arizona’s small to medium size businesses achieve long-tetm success. We believe solid
banking partnerships are built on trust, expetience and knowledge of the local market
We would like to offer the following comments and suggestions on the DHS Medical
Matrijuana Dispensaty Diaft Rules.

We believe the Arizona 1esidency requitement is an excellent way to ensure that
out-of-state investors do not attempt to capitalize on Arizona’s new industry Those who
reside in Atizona have a much stronger incentive to maintain the safety, security and
legitimacy of the medical marijuana industry, as it is theit own communities which will
be most affected.

We aie, howevet, concerned that the current draft of the Rules does not do enough
to ensure medical marijuana dispensary registration certificates are allocated to only the
most qualified of applicants. We encourage DHS to increase the application standards
and establish bariers which will prevent undet-qualified and potentially irresponsible
applicants from finding their way into the lottery system We suggest DHS revise the
draft Rules to include the following revisions:

Impose a cash on hand tequirement during and throughout the DHS application piocess.
The curent lottery system proposed in the Diaft Rules has eliminated the ability of the
State and local governments to help make sute that only the best and most able applicants
actually end up with a dispensary license The State and Jocal governments in Arizona
have a strong public safety interest in making sure that only the most qualified applicants
end up with a dispensary license, While having sutficient capital to implement security,
health, and othel requirements is not dispositive on whether o1 not an applicant is a
quality applicant, it certainly is a least one good piece of evidence that the applying party
is likely to be fit to tun a dispensary. With that in mind we propose that all applicants for
a dispensary license be 1equired to show that they have sufficient funds in the bank to
allow them to cover the estimated average costs associated with implementing the
rigorous requirements of build-out (including all health and safety/security
considerations) in compliance with DHS requirements and to operate over the first yea

5053 North 32nd Street, Phoenix, Arizona 85018 phone 602 992 5055  fax 602 992 3084




of business. See the attached document for a breakout of these expected costs for startup
and opeiation in year one Those that cannot currently demonstrate that wherewithal are
likely to be the ones that bring on new funding partneis afte: they win the lottery In
these instances the State will have alieady given its blessing to a group to move forward
even though that group is now biinging on new investors who weie not previously
identified and have not been vetted The proposed change would require applicants to
show their financial applicants to show their financial viability at the time of the
application and again before an application is approved We propose the following
additions to R9-17-303(B):

R9-17-303(B): (9) A bank statement evidencing that the entity applving for the
license has deposited not less than $750,000.00 in cash (this is an estimated average
cost associated with implementing the rigotous 1equirements of build-out, ineluding all
health and safety/security considerations, in compliance with DS requirements and to
opetate over the fist year of business) in an account in the name of a financial
institution to be held for the benefit of the applicant and to be released to the
applicant only upon issuance of a license from the Department to the applicant or
upon the applicant being denied a license or withdrawing jts name from
consideration for a license.

Provide that credit or debit cards be the ptimary currency in transaction involving
medical marijuana.

[t is in everyone’s best interest if the medical marijuana industry does not become a
predominantly cash business In fact, the opportunity for abuse grows as the use of cash
expands in this industry A preference for credit o1 debit card transactions, will create a
situation where the State can mote readily monitor and tiace, if necessary, the source of
funds for given transactions Tt is a lot more difficult for o1ganized c1ime to work around
and game the system if there are credit and debit card receipts for everything
purchased In addition, the tracking of every seed fiom planting to the end customet is
mote easily accomplished if the transactions accompanying the sale fiom the cultivatoi to
the dispensary and then from the dispensary to the patient aie done to atlow easy
electronic tracing. We believe this a great oppottunity to stop criminals who would
otherwise look to profit off this system from taking advantage of the State. With this in
mind we propose that a Rule be added to requite that 90% of all transactions invelving
the sale of medical marijuana to patients, be done with credit or debit cards and that ali
purchases fiom cultivators be made by way check ot wire tiansfer that will clearly
evidence the parties and financial institutions involved We propose the following
additions to R9-17-30G9(A):

R9-17-309(A): (8) Require its customers to utilize ciedit or debit cards such that not
less than ninety percent (90%) of all sales to patients are done with credit or debit
cards and shall save records of such transactions that are subject to Department
ingpeetion.

(9)_only purchase medical marijuana from any cultivator not sharing the same
license as the dispensary by way of check or wire transfers.




DHS site inspections should happen every vear and result in a lefter indicating the site’s
compliance with Aiizona law.

In otder to be sure that dispensary licensees are not in violation of Arizona law and to
protect the safety and health of all Atizonans it is essential that each dispensary 1eceive
an annual inspection for compliance with law We propose the following modifications to
R9-17-308(B)

R9-17-308(B): Except as provided in subsection (D), an on-site inspection of a
dispensary or cultivation site shall ocew at a date and time agieed to by the licensee and
the Depaitment that is no later than five working days after the date the Department
submits a wtitten request to the dispensary to schedule the certification o1 compliance
inspection, unless the Department agiees to a later date and time The Department shall
conduct at least one (1) inspection of each dispensary during each calendar year, At
the eonclusion of each inspection the Department shall issue a written certificate of
inspection to the licensee indicating that the site was either in compliance with
Arizona law at the time of the inspection or that the dispensary was operating in
violation of Arizona law and, in the case of a violation, indicating the specific
grounds for such violation

We also respectfully request that DITS implement an online refetence website for
patients, vendors, and financial institutions to verify the dispensary licensing, good
standing certification, annual inspection results, and filed complaints A site similar in
nature to the Registrar of Contiactors website we believe would be sufficient

It is vitally important that the financial institution banking a dispensaty be notified
if the operating license is revoked 1f DHS requires dispensary operatois to maintain the
name of their depository bank on file with DHS, The Biltmoie Bank of Aiizona would
happily supply a monthly teport of all dispensary operating accounts on file. This
infoimation will also allow DHS to notify the applicable depository bank immediately
upon revocation of a dispensary license

Thank you in advance for yow time and consideration of owr suggested additions
and revisions to the DHS Medical Marijuana Dispensary Draft Rules Please feel fice to
contact us with additional questions or concerns

Thank vou,

Jeffrey P. Gaia
Chaiiman and CEO



Pinal County Sheriff’s Office

February 18, 2011

Arizona Department of Health Services
Attn: Director Will Humble

150 North 18" Avenue, Suite 500
Phoenix, Arizona 85007

Re: Medical Marijuana Rules

Director Humble,

As you are well aware, the passage of Proposition 203 and the pending introduction of
marijuana into the stream of commerce is of setious concern for myself and the rest of the
law enforcement community 1 appreciate the efforts of your depattment to diafi 1ules
geared towards shaping a safe new industry with taw abiding participants. With that said,
there are a couple of points that must be further addressed in the final iteration of the
rules regulating the marijuana industry in otder to ensure the safe and legitimate
operations of dispensaties across the State

Fitst, there must be a higher standard for applicants who wish to be eligible to be
randomly selected as dispensary operators Right now an applicant for a dispensary
license is required to submit a security plan to the Department of Health Services in ordet
to qualify for the lottery pursuant to Draft Rule R9-17-303(B)(4)(c). This requirement is
essential however, it could be strengthened by requiring the local county Sheriff's Office
to review and approve of the Security Plan prior to its being accepted by DHS.

As currenily written the drafi rules do not detail what is needed in the security plan, and
the only barrier to entry is for the applicant to self-attest that they comply with local
zoning regulations. This will result in a massive burden on law enforcement The current
system of dispensary registry certificate allocation creates a scenario in which your
department is likely to select one of what will be many unqualified applicants without
any assurance that they will maintain a safe operation. In order to stop this, you must
raise the bar for access to the applicant pool I highly recommend requiring applicants to
submit a secutity plan that is vetted by the Shetiff’s office of the County in which the
proposed dispensary is to be located

971 Jason Lopez Circle Building C * P.O. Box 867 * Florence, AZ 85232
Main (520) 866-6800 * Fax (520) 866-5195 * TDD (520) 868-6810



In thinking about this from a public safety perspective, it is important that operators have
some relationship with law enforcement. This relationship will deter applicants with
unsavory motives for engaging in the medical marijuana industry and will serve to quell
public concern that dispensary operations will be a hot bed of criminal activity. Calling
for the Sheriff’s department to sign off on security plans will benefit your department,
law enforcement efforts, patients, and the community at large. Such a requirement
assures us that eligible applicants have a working and positive association with law
enforcement and are taking real steps in creating a safe and responsible industry. An
applicant who is unwilling or unable to satisfy this requirement is not the type of operator
that the State should be interested in awarding with a certificate to operate. The
following change could implement this important step (bofd language to be inserted into
the current draft rule):

R9-17-303(B)(4)(c) “Security signed off on by the Sheriff’s Office of the County
in which the proposed dispensary is to be located (this may involve paying a fee
for this review service to the County Sheriff), and”

Second, the line between medical marijuana and an illegal narcotic is going to be a fine
one The new industry created by Proposition 203 will be ripe with opporttunities for
abusing the system, illegal profiteering, and victimization of patients. We need to
minimize these opportunities In this context, it is in everyone’s best interest if the
medical marijuana industry does not become an all cash business  The opportunity for
abuse grows synchronously with the use of cash in this industry.

The State must consider language that expresses a preference or a requirement for secure
traceable electronic transactions at both wholesale and retail levels  This not only greatly
diminishes the value of any dispensary as a target for tobbery, but also creates a situation
where the State can more 1eadily monitor the source of funds for these transactions. It
will be much more difficult for criminal elements to work around or game the system if
there are credit and debit card receipts for everything purchased. In addition, the tracking
of every seed from planting to the end customer is more easily accomplished if the
transactions accompanying the sale from the cultivator to the dispensaty and then from
the dispensary to the patient are performed in a manner that creates an electronic paper
trail.

I believe requiring credit, debit, check or wire transactions for the sale and distribution of
medical marijuana is a great opportunity to stop criminals who would otherwise look to
take advantage of this new law, and reduce the threat of theft or violence at dispensary
sites. With this in mind we propose that a rule be added to require that 90% of all
transactions involving the sale of medical marijuana to patients be done with credit or
debit cards and that all purchases from cultivators be made by way check or wire transfer
that will clearly evidence the parties and financial institutions involved. The following
additions to the rules would effectuate this suggestion:

971 Jason Lopez Circle Building C * P.O Box 867 * Florence, AZ 85232
Main (520) 866-6800 * Fax (520) 866-5195 * TDD (520) 868-6810




R9-17-309(A) Insert:
(8)“Require its customers to utilize credit or debit cards such that not
less than ninety percent (90%) of all sales to patients are done with
credit or debit cards and shall save records of such transactions that are
subject to Department inspection.”
(9) “Only purchase medical marifuana from any cultivator not sharing
the same license as the dispensary by way of check or wire transfers.”

[ want to personally thank you and your department for the tremendous eftort and thought
you have thrown behind the rule drafting process. The State of Arizona by way of the
Department of Health Services has a unique opportunity to redefine the way the medical
marijuana industry is operated in our great nation. I hope that by adopting the above
proposed recommendations the safety and security of our citizenry along with the
legitimacy of the new medical marijuana industry are setved. Please feel free to contact
me if [ can be of any further service to you

Regards,

Cadfyy

Paul Babeu, Sheriff
Pinal County

971 Jason Lopez Circle Building C * P.O. Box 867 * Florence, AZ 85232
Main (520) 866-6800 * Fax (520) 866-5195 * TDD (520) 868-6810
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February 18, 2011

Submitted Electronically and Via Hand Delivery

Will Humble, Director

Arizona Department of Health Services
Office of the Director

150 N. 18™ Avenue, Suite 500
Phoenix. Arizona 85007-3247

Re:  Town of Queen Creek Comments for ADHS Informal Draft Rules
for Implementation of the Arizena Medical Marijpana Act

Dear Director Humble:

This correspondence constitutes the Town of Queen Creek’s (“Town”) comments on the
Arizona Department of Health Services” (FADHS” or “Department”) Informal Draft Rules
(“Draft Rules”) for implementation of the Arizona Medical Matijuana Act The Town has
reviewed the Draft Rules and offers the following comments focused primarily on improvements
to three areas connected to the Town’s local zoning process:

1 notification to the Town 1elated to designated caregiver registration applications
and dispensary applications proposed for locations within the Town’s corporate
boundaries;



Will Humble, Director
Azizona Department of Health Services
February 18, 2011

Page 2
2 clarification of the ADHS application requitement for a copy of a dispensary
certificate of occupancy from the local zoning jurisdiction (R9-17-304); and
3 prohibition of designated caregiver cultivation and patient cultivation within 25

miles of dispensaries.

Because the ADHS Draft Rules appear to contemplate designated caregiver services
and/or designated caregiver cultivation as activities moving forward without the same ADHS
regulatory oversight as that applied to dispensary operations, the communication/notification
between ADHS and the Town may prove to be crucial for the Town’s effective zoning oversight
of dispensaries, caregiver services, caregiver cultivation and their connected operations,

Notification to the Town

The Draft Rules authorize ADHS to gather diverse categories of information duting the
application process for designated caregiver registration and dispensary registration at the state
level. Because the Town may need to apply local zoning regulations to dispensary and caregiver
activities, it would promote efficiency for all involved if ADHS could incorporate a notification
to the Town’s planning and zoning authorities as to the location of potential dispensary and
caregiver activities within the Town’s zoning jurisdiction duting the ADHS process. Such
notification would allow the Town to be aware of the status of these medical matijuana activities
during the ADHS process, particularly connected to the application, renewal, extension, and
revocation of dispensary and caregiver registrations.

Clarification of Zoning Verification from the Town

Currently, the Draft Rules contemplate that an application for a dispensary operation
must include “[a] copy of the certificate of occupancy o1 other documentation issued by the local
juiisdiction to the applicant authorizing occupancy of the building as a dispensary ” The Town
agrees with the requirement that medical marijuana operations comply with local zoning
regulations. However, the Draft Rules do not include a similar requirement for designated
caregiver services, caregiver cultivation, or infusion facilities, Additionally, local zoning

verification for medical marijuana operations may include additional and/or different types of
zoning apptovals than a certificate of occupancy - the applicant may be 1equired to obtain a
conditional use permit, zoning clearance, site plan approval, etc. Specifically, the Draft Rules
should reflect the Town’s local zoning requirements by requiting caregiver, dispensary and
infusion facility applications to include proot of compliance with all focal zoning requirements,
such as a use permit approval in addition to a certificate of occupancy which may only occur at
the end of the zoning process. Local zoning clearance from the Town for dispensary, caregiver
and cultivation activities should be required by ADHS prior to issuance of ADHS approvals for
such activities.

Restriction on Categiver. Cultivation and Patient Cultivation

The Draft Rules should explicitly prohibit any cultivation, including cultivation by
patients and all designated caregivers, within 25 miles of a dispensary




Will Humble, Director

Arizona Department of Health Services
February 18, 2011

Page 3

Conclusion

The Town appreciates the opportunity to submit its comments during the Draft Rules
process. The Town offers its willingness to assist your department with the above suggestions.
Thank you for your consideration of out comments

Sincerely,

CLM:mjl

cc: John Kross, Town Managet
Tom Condit, Community Development Director
Wayne Balmer, Planning Manager
Fredda J. Bisman, Esq. Mariscal, Weeks, Mclntyre & Friedlander, P.A., Town Attorney

UMATTORNEYS\CLMMedical Marijuana Regulations\Queen Creek Comments for ARHS Informal Drafi Rules 2-18-11 do¢
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fHaricopa County Attorney
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February 18, 2011

Director Will Humble

Arizona Department of Health Services
150 N. 18th Avenue

Phoenix, AZ 85007

Re: Rules and Regulation of Medical Marijuana in the State of Arizona
Dear Director Humble:

After reviewing your initial draft rule language to implement the Arizona Medical Marijuana Act (“the
Act”) in Arizona, my office was encouraged with your efforts to prevent a “medical marijuana act” from
becoming a recreational marijuana plan. However, after recently reviewing your revised draft Rule language,
I am concerned that the Department of Health Services (“DHS™) regulations leave some arcas not addressed or
not addressed as thoroughly as they could be to preclude recreational nse.

By removing provisions that had residency requirements, growing restrictions and doctor-patient
requirements, DHS risks suggesting to out-of-state marjjuana entrepreneurs that Arizona is open for business.
Moreover, the Maricopa County Attorney’s Office (“MCAQ”) concuired with the comments submitted by
fellow law enforcement agencies which were apparently were not incorporated.

Before MCAQ suggests any comments, we beligve it is imnportant to first note under federal law that
mariinana is defined ag an illegal controlled substance Specifically, the Controlled Substances Act, 21 1.8.00)
§ 801 et seq., prohibits the manufacture, distribution, dispensation, and possession of marijuana even when
state law authorizes its use to treat medical conditions, See Gonzales v. Raich, 545 U 8. 1 (2005); see also
United States v. Qakland Cannabis Buyers’ Cooperative, 532 U.8. 483, 486 (2001) (holding that no medical
exemption to the federal prohibition against manufacturing and distributing marijuana exists). Essentially, the

Federal Controlled Substances Act prohibits marijuana use without regard to medicinal purpose.

Despite the illegality of all marijuana, the voters of this state have decided to suppott the use of
marijuana for “medical” purposes only. Therefore, the Act, was clearly not intended to:

» endanger public safety by forcing employers to allow employees to perform tasks while under the
mfluence of marijuana,
frustrate law enforcement efforts to police and prosecute those whose sell and use illicit drugs,
create a for-profif industry for dispensary owners in this state, and
decriminalize marijuana use for non-medical puwrposes in any way.
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With that in mind please find a few brief suggestions below for helping to ensure that Axigona’s
medical marijuana policy is enacted in a way that enswres public safety and minimizes the effect of an illegal
dangerous drug on our state’s citizens:

Definitions

Fixst, neither the statute, nor the draft regulations contain a thorough definition section. In order to
ensure that the regulations are unambiguous, my office believes it is important to include the following
definitions:

“Impairment” — (AR.S. § 36-2802(D)), the statute prevents being impaired in different situations,
however, there is no real definition of impairment. Because there is no therapeutic dose of medical marijuana,
we support the creation of a regulatory definition for impaired by DHS.

“Medical Marijuana” is not adequately defined in the statute or the proposed regulations. The
allowable amount is two and a balf ounces every two weeks, But what is the exact make-up of “medical
marijuana?’ DHS needs to define medical marijuana to distinguish between medical marijuana and black
market illegal marijuana. For example, DHS could require patients and caregivers 10 camy and store their
marijuana in the containers provided by the dispensaties R9-17-316 describes the required labeling for the
medical marijuana from dispensaries, There should also be labeling requirements for persons who are
permitted to grow thelr own marijuana.

“Federal Benefit” - (A.R.S. § 36-2813(B)). Because several county agencies receive federal grant
money, we suggest the definition of a federal benefit to, at a minimum, include any employers who receive
federal funding and grants, obtain a federal license, and/or secure a federal contract of any kind, in compliance
with the federal Drug-Free Workplace Act of 1988,

The Diug-Free Workplace Act (“DFWA”) requires agencies receiving federal grants to have a policy
informing employees that the “unlawfill manufacture, distribution, dispensation, possession, or use of a
controlled substance is prohibited in the grantee’s workplace™ 41 US.C § 702(a)(1)(A) (emphasis added).
41 U.S.C. § 706(1) defines “diug-free workplace” as “a site for the performance of work dene in connection
with a specific grant or contract described in section 701 or 702 of this title of an entity at which employees of
such entity are prohibited from engaging in the unlawfil manufacture, distribution, dispensation, possession,
or use of a controlied substance in accordance with the requiremenis of this Act.” DHS ruies shouid
incorporate this definition of a federal benefit to avoid potential ambiguity.

“Public Place” (R9-17-101 21 b) — the 1ist in the definition of publi¢ places is not exhaustive. MCAQO
suggests that the definition read, “Includes, but is not limited to, airports;....”

“Dioctor/Patient/On-going relationship” (The Act) - Curtently, a doctor is defined as a physician of
medicine, osteopathic medicine, naturopathic medicine or homeopathic medicine with a valid and existing
license pursuant to the respective Arizona statutes. A patient is defined as a person who has been diagnosed by
a physician as having a debilitating medical condition. MCAQ supports strengthening the definition of the
doctor-patient relationship. We supported requiring an extended time period (“on-going relationship™) of
treatment before a doctor can recommend medical marjuana. We would like to prevent and discourage so
called “pot-doctors” who are already soliciting patients in weekly newspapers’ advertising sections.

2
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Dispensary Regulations-( AR.S, § 36-2806)

The statute and the rules clearly indicate that dispensaries where medical marijuana is stored must be
secure locations. MCAQ would support rules which require those who operate medical marijuana dispensaries
to maintain policies and procedures that prevent fraud, theft and abuse by utilizing suwveillance technology in
order to assist DHS and law enforcement with monitoring the medical maiijuana inventory in Arizona. We
want to minimize any “targets of opportunity™ for crime,

Momitoring must be ensured throughout the process. For example, other states have rules requiring
intense tracking of medical marijuana that is cultivated and transported “ftom the time of seed to the time of
sale.” Electronic monitoring and tracking will help avoid costly confusion and mmevitable fraud. MCAO
supports rules requiring that any cultivation site looking to transport medical marijuana must communicate the
precise details of the transportation route and amount of marijuana to ADOT, DPS, and other appropriate law
enforcement agencies.

Additionally, MCAQ supports rules that require all medical marijuana transporters to obtain a license
and submit to a background check.

Fraud Prevention (36-2807)

The law clearly intended law enforcement agencies to have access to the qualified user database, This
access is essential so law enforcement efforts can differentiate between valid and fiaudulent medical
marijuana licenses and ID cards, Law enforcement professionals jn the field must be able to verify qualified
user status in an efficient manner. Accordingly, MCAQ suggests that DHS rules clarify the verification
procedure. Placing the procedure in the rules reduces the potential for uncertainty on the part of law
enforcement.

Also, MCAO supports the suggestion that security provisions similar to Motor Vehicle Division
standards be established to protect legal identification cards.

Registration Cards (AR.S. § 36-2815; R9-17-108 1, R9-17-204 and 2 ~R9-17-205)

MCAQ would support adding a provision in the regulations for voiding or revoking a registration card
after DHS receives notification that the “patient™ or caregiver has been convicted of a certain number of
viclations of regulations and/or convicted for a felony o1 a misdemeanor, The regulation would also need to
describe the process to notify DHS of the “patient’s” or caregiver’s convictions. Currently, the statute provides
that DHS may revoke a registration card for violating the regulations; however, there is no mechanism for

notifying DHS of the violations.

Additionally, since DHS can revoke for violations of the regulations or statutes, MCAQ suggests that
the 1enewal application require that the patient or caregiver disclose any convictions for violations of the
regulations and criminal convictions since the issuance of the previous card. The failure to disclose regnlation
violations or criminal convictions would c¢onstitute reporting false or misleading information to DHS, and
should result in revocation of the registration card. (R9-17-205)

While there is a requirement that “qualifying patients” and caregivers obtain a registry identification
card (AR.S. § 36-2804.02), there is go requirement that they ¢ary it and show it to law enforcement on
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request. While MCAQ will suggest that a statute similar to A R.S. § 28-3169, requiring persons to possess and
show driver’s licenses, we also believe a regulation could achieve a similar purpose. '

Also, we anticipate that many persons contacted by police for possessing marijuana will claim they
possess it legally as medical marijuana ! Without a registration card, the police cannot verify their registration
since the database is only set up to check card numbers and not names (A R.S. § 36-2807). Again, MCAO
would support rules and regulations which require using technology, such as biometries, to help facilitate a
database of unique identification information.

Finally, MCAO also believes that there should be a criminal penalty for not carrying and providing the
registration card. Currently, A R.S. § 36.2811 (B) provides that a registered qualifying patient or caregiver is
not subject to atrest, prosecution, or penalty for medical use of marijuana, The rules should permit an arrest if
the person does not show police the registration card

Coneclusion

The Act and DHS draft regulations as written fail to fully support the ability of state law enforcement
agencies to investigate, arrest, and prosecute criminal possession of marijuana. That was clearly not the infent
of the voters. MCAQ understands that DHS has been given a difficult task of enabling this new initiative
without any additional funds or resources. However, the primary function of government is to protect its
citizens and by implementing strict rules and regulations to implement the Aet, DHS can help achieve that
goal.

Director Humble, it is the hope of MCAQ that you will consider and incotporate my suggestions as
well as those submitted to you by other law enforcement agencies into your final draft. I can assure you that
the MCAQ will prosecute anyone whe seeks to use the medical marijuana act as a guise for illegal drug
activity to the full extent of the law.

Thank you for the opportunity to comment on this process.

Sincerely,

w A ML&{‘*

I AT
=]

ill Montgoineny
Maricopa County Attorney

! Both Colorado and Michigan law enforcement agencies have ongoing investigations into medical marijuana entreprencurs who
wers accused of illegally selling marijuana to local drug dealers.
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Barbara LaWall
Pima County Attorney

Pima County Attorney's Cffice
32 N Stone Avenue

Suite 1400

Tucson, AZ 85701

Phone (520) 740-5600
Fax (520) 740-5585

www .pcac.pima gov

Director Will Humble

Arizona Department of Health Services
150 N. 18th Avenue, Suite 500
Phoenix, AZ 85007-3247

Re: Comments to ADHS Revised Draft Rules for Medical
Marijuana Issued January 31, 2011

Dear Mr. Humble:

Thank you for the care that you have taken to draft proposed rules for
the implementation of Arizona's Medical Marijuana Program and for the
opportunity to provide input.

[ appreciate your incorporation of many of my comments into the
revised draft set of rules issued by the Arizona Department of Health
Services on January 31, 2011. You did not incorporate the recommendation
to limit medical directors of dispensaries to physicians who are in good
standing and have not had their prescribing privileges revoked or limited. I
urge you to do so.

The comments that were submitted on January 7, 2011 by Yavapai
County Attorney Sheila Polk from the Yavapai County Substance Abuse
Coalition concerning the original draft rules were excellent. To the extent
those recommendations have not been incorporated into your revised draft, |
urge you to incorporate them now.

I would add the following two recommendations:
R9-17-i01 Definitions:
On page 5, Definition 21 defines "Public place.”
Paragraph b is too narrow. [t should be changed to read, "Includes but is not
limited to airports; banks; ... " since the number of actual public places is not
capable of being exhaustively detailed. For example, the definition ought to
include residential neighborhood parks belonging to homeowner
associations, not just "parks" as defined by statute, which is a term that could
be argued to refer only to parks that are owned by public bodies.

Alternatively, paragraphs a, b, and ¢ could be changed as follows:
a. Means any location other than a residence;

b. DELETED

C. RETAIN AS IS, but delete vii.
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This latter approach would restrict the use of marijuana to private homes
and to care facilities that allow it.

R9-17-308 Inspections:
Paragraph C. states: "The Department shall not accept allegations ofa

dispensary's noncompliance with ARS. Title 36, Chapter 28.1 or this Chapter
from an anonymous source.” This should be changed to state: "The
Department MAY CONSIDER allegations of a dispensary's noncompliance ...
from an anonymous source.”

If a problem arises in the future with a multitude of allegations of
noncompliance from anonymous sources, then this could be revisited, but it

should not be presumed that such will be the case.

Thank you for the opportunity to comment on the proposed rules for
the implementation of Arizona's Medical Marijuana Program.

Sincerely,

M 4_«4>a.-‘°"\_.

Barbara LaWall

feyw
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February 18, 2011
Will Humble, Director
Arizona Department of Health Services
150 N. 18th Avenue
Phoenix, AZ 85007
Re: Comments to the Arizona Department of Health Services’ Proposed Rules to be
Promulgated Under Arizona Revised Statutes Section 36-2801, et. Seq., Arizona’s

Medical Marijunana Laws
Dear Mr. Humble:

I am the creator of a website called “Arizona Medical Marijuana Law” found on the internet at
www.arizonamedicalmarijuanalaw.com. The purpose of this website is to inform the public about the
new law created by the voters’ approval of Proposition 203. Although this new website is just shy of
seven weeks old, it will have close to 20,000 visitors this month because it contains a treasure trove of
information about ihis new law

I am an Arizona attorney who has been practicing business law in Arizona since 1980. Since I
started counting in 2002, I have formed over 3,000 Arizona limited liability companies, for profit
corporations and nonprofit corporations. As of the date of this letter, I have been hired by more than 30
groups that intend to apply for a dispensary registration certificate. What follows are my suggested
changes and comments to the proposed Rules.

1. The Lottery. Eliminate the lottery and replace it with a selection system based on the quality
of the application and the applicant. Our country has been a country where people succeeded on merit,
not on government give-aways. DHS should pick the applicants that are best qualified and most Tikely to
opetate a successful business. The people of Arizona deserve the best dispensary owners, not a group of
winners who are lucky to have their names drawn out of a hat. The application fee of $5,000 is sufficient
to pay for a review and analysis of each application. State in detail the criteria on which applications will
be graded. Create a point system and say that dispensary registration certificates will be awarded to the
top 124 scores. Provide in the Rules that if any of the 124 applicants selected for a license fails to
actually obtain its dispensary license within one year, the dispensary registration certificate will be
revoked and a new dispensary registration certificate be offered to the applicant whose total score was
125th and go down the list if other entities fail to open their dispensaries within the designated time
period.

I submit to you that selecting dispensary owners by a lottery is the surest way for DHS to get sued
and to cost the State of Atizona a large amount of defense money it does not have. The current Rules are
totally lacking in any guidance or requirements for conducting a lottery. Here are just a few of the almost
unlimited problems with a lottery:
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There are no detailed Rules on exactly what applicants must do to be eligible for the
lottery. Currently the Rules provide that the application must include a business plan.
One applicant might submit a 50 detailed business plan that involved a great deal of
thought and research. Another applicant might submit a one page business plan that has
four bullet points and ten lines of text. If DHS discards and does not put into the lottery
the application that contained the one page business plan because it is not sufficient, DHS
will probably be sued and lose the lawsuit because the Rules do not contain any
requirements or guidance on what must be in the business plan. Without any specific
requirements for a business plan or policies and procedures on inventory control, the one
page bare bones document should not be rejected.

R7-17-303 B 5 says the application must be accompanied by: “A sworn statement signed
and dated by the individual or individuals in R9-17-301 certifying that the dispensary is
in compliance with local zoning restrictions” What does that statement mean? One
applicant obtains a lease for a dispensary site in Phoenix in an area that is properly zoned
and gets a special use permit from Phoenix Another applicant obtains a lease for a
dispensary site in Phoenix in an area that is properly zoned, but does not obtain a special
use permit or even make any filings with Phoenix zoning. Will you reject the application
of the second applicant? If so, DHS would once again invite a lawsuit because the
second applicant can clearly affirm that the site complies with focal zoning restrictions
The current Rules do not expressly state that an applicant must make any type of filing
with a city to obtain zoning. It would be a mistake to require applicants to make any kind
of filing with a city zoning department unless and until that applicant receives an initial
dispensary registration certificate. Why waste the time and money of cities processing
hundreds or thousands of zoning applications for entities that will never obtain a
dispensary registration certificate.

DHS rejects one or more applications because the applications list the same location for
the dispensary It makes sense for a landlord who is willing to lease to a dispensary and
whose property is propeily zoned to be able to lease the site to multiple prospective
tenants with a clanse in each lease that the lease will not be effective unless the

prospective tenant obtains a dispensary registration certificate. Maybe that landlord has
the best facility/location in the CHAA, but the lottery winner has a site in a terrible
neighborhood near stiip clubs. DHS should want the free market to determine where the
dispensaries will be located, not the luck of the draw. The current Rules do not prohibit
multiple applications for the same site so if DHS were to teject one or more applications
because the applications listed the same site, it would be inviting each of the rejected

applicants to sue. Please modify the Rules to let one site be used by multiple applicants.

All the details of the lottery must be set out. For example, how will the lottery be
conducted? Will numbers be thrown in a hat and selected by Rose Mofford? Will ping
pong balls be put in a spinning basket? When will the lotteries be held? Will they be
open to the public or televised? Tt should be open and televised. Any lottery details that
are not stated in the Rules will create opportunities for lottery losers to sue DHS
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The following is an article posted on www arizonamedicalmarijuanalaw.com on February 3,
2011, by Anonymous:

I believe that the proposed AZDHS Rule wheteby the Department will allocate
Medical Marijuana Dispensaries to applicants by lottery is a big mistake, for the
following reasons:

¢ The Rules require an applicant to submit a namber of items with their
application. Included are a business plan, an inventory plan, a security plan and
other items. The Department might receive an application from one applicant
including a business plan that is thorough and persuasive concerning the likely
success of the applicant’s proposed operation of a dispensary. Another applicant
might submit a sheet that says “Business Plan” at the top, but which contains
little that is helpful or persuasive concerning the applicant’s likelihood of
success. Since the Department’s Rules contain nothing to help evaluate or rate or
differentiate between the 2 submissions, each will be entitled to be submitted
with an equal chance to be chosen from the lottery. (assuming some form of the
other required items have been included with each application.)

»  The fact that, per the proposed Rule, the business plan and other required
submissions will not be read, evaluated or scored renders the required submission
of those documents meaningless.

+ The Department is charging a fee of $5,000 to tile an application. Only $1,000
would be refunded to an applicant who submitted a complete application and
whose application was therefore submitted to the lottery. People have speculated
that 2,000 or more applications could be filed. If 2,000 applications were
submitted at $5,000 each, the gross would be $10,000,000. If every one of the
applications were complete (unlikely), 1,875 refunds of $1,000 each ($1,875,000)
would need to be made. The net would be a minimum of $8,125,000. Since some
of the applications would likely be incomplete and the applicant would not
receive a refund, the net would probably be even more, With this large amount of

funde rortainlv the Denartmeant chrmld hava tha raconrrac i read nua!naﬁ: and
TUnGs, Corlaimy g Leparimen sa0uIG Nave e 1es0urces 10 12a4, evalaie and

score the applications received.

» If AZDHS awaids the right to obtain a license to an obviously unqualified
applicant because AZDHS has been unwilling to read, evaluate and score the
applications received, even though it has received millions of dollars in
application fees from applicants, it will subject itself to legal action by qualified
applicants who were denied the right to obtain a license or even the opportunity
to have their applications and evidence of qualifications evaluated.

s The lottery propesal encourages gaming of the system ot even fraud. I have heard
of groups who intend to submit 20 or more applications. A group of investors
could file applications by each of the individuals in the group with an agreement
that if any of them were successful, the unsuccessful individuals would be
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brought into partnership with the successful applicant There could even be straw
applicants submitting applications on behalf of undisclosed principals All of this
would be incentivized by the unwillingness of the Department to read, evaluate
and score the applications received.

The people who drafted the ballot measure made a great effott to make the
Arizona Medical Marijuana system subject to comprehensive and sensible
regulations in order to avoid some of the “free for all” problems occurring in
some of the other States that have previously allowed Medical Marijuana.
Providing a system where applications and the attached submissions are read,
evaluated and scored will result in the most qualified applicants being chosen for
the limited number of licenses. Refusing to evaluate the applications will
promote the opposite, leading to instability in the industry and problems for law
enforcement the public and the Agency.

If unqualified applicants are chosen by lottery for the right to submit the
additional items necessary to receive permission to operate, and are unable to
perform because they lack the resources or are incompetent, the dispensary
permit could sit idle for a year until the next opportunity for the Department to
receive applications This would deny the public access to a dispensary in that
area and would allow patients with cards to grow their own medical marijuana if
they were more than 25 miles from the closest other dispensary.

Awarding licenses to unqualified applicants will likely cause problems with
patient services as well as unpaid bills and other problems related to failure of
dispensary businesses due to lack of qualifications of the applicants.

If the Department is unwilling to evaluate the suitability and qualifications of the
applicants, it should at least require a bond or a posting of a cash deposit, to
guarantee performance by a successful applicant. This should be required as a
condition of submitting the initial application.

The nature of the business as well as the regulations imposed by the Statute and
the Agency Rules guarantee that it will be expensive to open and operate a
dispensary. If a prospective applicant does not have the financial resources to be
able to successfully open and operate a dispensary, he or she should get the
backing of someone who does. This is no different from any other business
opportunity. While those without resources might complain that it is unfair to
deny them the chance to receive a license, it is just as unfair to choose someone
without the qualifications, competence and resources necessary to be successful,
on the basis of a “game of chance” over someone who has the qualifications,
competence and resources required to be successful. It is also unfair to the public
who will be using the services of dispensaries to impose upon them, based on a
“game of chance”, prospective dispensary operators who are not likely to be
competent and/or successful in providing good service to the patients.
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¢ If the State of Arizona wanted to have a low regulation industry and let the
matket choose the winners and losers, it could do that. Arizona has not made that
choice, though. Arizona has chosen a highly regulated system involving very
limited access to licenses. The regulations imposed by the State increase the
resources and competence required to operate successfully. With this type of
system, the State Agency has the responsibility to do what is necessary to
increase the odds that the very limited number of business opportunities will be
given to those who are likely to be able to perform.

2. The CHAAs. The CHAAs must be eliminated. Will Humble’s stated purpose for creating
the CHAAs is to spread dispensaries throughout the state to reduce the number of private marijuana
growers. That may be a reasonable personal objective of Mr, Humbie, but his job is not to impose his
private beliefs on the people of Arizona contrary to the express language of Proposition 203. The obvious
goal of Proposition 203 is to make medical marijuana available to the Arizona patients who need it The
goal of Proposition 203 was not to minimize the number of patients who might grow their own marijuana.
Let the free market determine where dispensaries will be located When government gets involved in
commerce as in this case, the end result is higher costs to the consumer/patient. Is DHS aware of the laws
of economics and how supply and demand relate to price? When you limit the supply, the demand goes
up and so does the price. When the supply goes up, the demand goes down and so does the price The
unintended consequence of the CHAA sysiem will be o greatly increase the price of products to patients
who live in the highly populated CHAAs where only one dispensary will be located. Dispensaries in
these CHAAs will be free to overcharge their patients because they will not have any competition.

The following is an article posted on www.arizonamedicalmarijuanalaw.com on February 3,
2011, by Anonymous:

I am part of a group that plans to apply for one of the medical marijuana
dispensary licenses to be awarded by the Arizona Department of Health Services.
I believe the method the AZIDHS has chosen to distiibute the licenses throughout
the State is flawed. Here are some of the reasons.

Prop. 203, as it was passed by the voters, expressly based the number of
dispensary licenses to be awaided on the nuimber of retail phaiimacies in the State.
Recently, the total for the State was 1,249, which, if rounded up would result in
125 dispensaries.

Prop. 203 does not expressly state how the dispensaries are to be distributed
throughout the State of Arizona. There are two obvious methods that could be
used. One would be to distribute them among Arizona’s 15 Countics according to
the number of pharmacies in each county. After all, Prop. 203 based the total for
the state on the number of pharmacies statewide. The other method would be to
distribute the dispensaries throughout the 15 counties according to the per-capita
popuiation of each county compared to the total for the state.
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Using either the pharmacy method or the population per county method would
have similar results. Although urban areas have more pharmacies per capita than
rural areas, the differences are not so great as to make the distribution result
significantly different based on the method chosen.

In general, using numbers of pharmacies per county slightly increases the number
of dispensaries in large urban areas and using population per county slightly
decreases the share of the large urban areas and transfers a few of the dispensaries
to smaller population counties.

In the 2d set of Agency Rules distributed by AZDHS on January 31, 2011, they
have come up with a different method of distributing the dispensaries. They have
used AZDHS’s Community Health Analysis Areas (CHAA) and have decided to
locate one dispensary in each one of them. There are 126 of these CHAA zones.
19 of them are located throughout the State on Indian Reservations Although I
have not seen it in print, I have heard that possibly all of the 19 tribes may allow
the State to refrain from locating a dispensary in their lands. T believe that
AZDHS is counting on this. The reason I believe this is that in his January 28
posting to his blog, Director Humble stated that individual CHAA districts in
Arizona include as few as 5,000 residents and as many as 190,000 residents. If
you take into account Indian Reservation CHAA districts, there are 6 districts
with fewer than 1,000 residents and 11 with fewer than 5,000 residents. On this
basis, I am assuming that AZDHS does not plan to distribute dispensaries to the
19 Indian Reservation CHAA districts. AZDHS has not said whether 1t intends to
distribute 19 additional dispensaries among the non-Indian Reservation CHAA
zones in order to bring the total back up to 126. They will likely be required to do
something to make up the difference between 107 and at least 125, since Prop
203. specifies that at least 1 dispensary license will be distributed for each 10
pharmacies. Since there are 1,249 pharmacies, AZDHS should be required to
distribute at least 125 licenses.

To view the CHAAs go to the Medical Marijuana Dispensary CHAA Map. You
can zoom in and out or enter an address to determine the CHAA in which the
address is located  If you click on a CHAA, the map will display the name of the
CHAA, its ID number, 2000 population and 2010 population.

Using the CHAA districts as the basis for distribution of the dispensaries
throughout the State will result in a radical redistribution of dispensaries from
urban areas to rural areas. I have learned, from the AZDHS website, the 2010
population totals for each of the 107 non Indian Reservation CHAA zones. The
smallest is Ajo, in far West Pima County which had 4,290 residents. The largest is
Maryvale in Phoenix which had 224,678 residents.
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I divided the CHAAs into two groups. The first is the 54 CHAAs with the
smallest 2010 population totals. The second group is the 53 CHAAs with the
largest 2010 population totals. Hete is some information comparing those two

groups.

e The 54 smallest CHAAs have a total of 1,165,676 residents. They average 21,587
residents per CHAA. Their total population represents 18% of Arizona’s total
non-Indian Reservation population of 6,535,445

o The 53 largest CHAASs have a total of 5,335,808 residents . They average 100,808
residents per CHAA. Their total population represents 82% of Arizona’s total
non-Indian Reservation population.

e Under the AZDHS proposal group 1, representing 18% of Arizona’s population
will receive 54 dispensaries. Group 2, representing 82% of Arizona’s population
will receive 53 dispensaries.

I have also looked at how dispensaries would be distributed among Arizona’s 15
counties based on number of pharmacies per county, per capita population per
county and distribution by CHAA. As mentioned above, by pharmacy total
Maricopa County would receive 80 dispensaries. By per capita population it
would receive 75. Since there are 41 CHAAs in Marticopa County, per the
AZDHS proposal, Maricopa County would receive 41 dispensaties. Although
Maricopa County has 64 % of the State’s pharmacies and 60 percent of the
population, it would only receive 38% of the 107 non-Indian Reservation
dispensaries.

Pima County receives a similar percentage of the number of dispensaries whether
they are distributed by number of pharmacies, per capita population or by CHAA.

The difference between the 80 dispensaries out of 125 that Maricopa County
...... 1Y wmnnniersa laes nl-in.-m.\nn bmtnl nnmAd il A1 AF 1T 24 w1701l Ad vnnntrra annardime
WOuULd ICCCive 0¥ phaiifiaCy woiar ana i 41 O 1v/ iU WOULG 1eCCIVe aCloraing o
CHAAs would be distributed to the smaller and more rural Counties. Here are
some facts concerning the population totals that would be served by Maricopa

County’s 41 dispensaries and those of smaller rural Counties.

e Maricopa County’s 41 dispensaries would each serve, on average, 98,130
residents.

» La Paz County is the 2d smallest population County in Arizona. Its population is
21,616. It was one of the Counties that, per Prop . 203 was guaranteed at least
one dispensary even though it would not receive one if it were determined by
number of pharmacies or by population. Since La Paz County has 2 CHAAs, it
would now receive 2 dispensaries which would each serve 10,808 residents.



Will Humble, Director
February 18, 2011

Page 8

* Cochise County has a population of 140,623 If dispensaries were distributed by
number of pharmacies (23), it would receive 2. If they were distributed by
population, they would receive 3. Cochise County has 6 CHAAs and will receive
6 dispensaries per the AZDHS proposal . These dispensaries, would, on the
average, serve 23,377 residents, compared to the Maricopa County average of
98,130 residents.

* By virtue of distribution by CHAA, Santa Cruz County, Gila County, Navajo
County and Coconino Counties would each gain dispensaries compated to the
distribution by number of pharmacies or population. In each of these Counties,
less than 30,000 residents, on average, would be served by the dispensaries the
County would receive according to CHAAs.

AZDHS could make up the difference between the 107 non-Indian Reservation
CHAAs and the 125 dispensaries required by Prop. 203 by distributing 18 or so
additional dispensary licenses. The most logical way to do this would be to assign
an additional license to each of the 18 highest population CHAAs, so that each of
the 18 largest CHAAs would have 2 dispensaries instead of 1. 16 of these
additional dispensaries would go to Maricopa County and 2 would go to Pima
County. This would reduce to some extent the radical disparity between the
treatment of urban and rural areas. The disparity would still be large. If Maricopa
County received 57 dispensaries out of 125 as opposed to 41 out of 107, its share
of dispensaries would increase to 46% from 38%. This compares to Maricopa
County’s 60% share of Arizona’s population.

This would not alleviate the problems AZDHS will be creating by insisting that
every tiny population CHAA receive a dispensary license. These problems are
discussed in detail below.

According to AZDHS figures, Aiizona has 6,535,445 non-Indian Reservation
residents. Dividing this total by the 125 dispensaries mandated by Prop. 203
would resuli in an average of approximately 52,000 residenis per dispensary.
Close to this average would result whether the dispensaries were distributed by
numbers of pharmacies or by per-capita population per County. Distributing the
dispensaries by the AZDHS CHAA proposal radically revises the distribution so
that dispensaries in rural areas will serve far fewer residents than those in urban

arcas.

In my opinion the AZDHS proposal is a clear and blatant violation of the Arizona
Voter Protection Act and the provisions of Prop... 203. The fact that Prop. 203
provided that the total dispensaries in the State would be determined by a 1 to 10
ratio clearly implies that distribution of dispensaties throughout the State should
be done by the same method. As mentioned above, distribution by per-capita
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population would yield similar results, with just a few dispensaries being
transfetred from Maricopa and Pima Counties to several smaller rural Counties.

Prop. 203 implied that distribution should be based on number of pharmacies.
Moreovet, it dealt specifically with the situation where a small population County
might not be entitled to a dispensary because it has few pharmacies. It provided
that each County, no matter how small, would be entitled to no less than one
dispensary if there were a qualified applicant. Prop .. 203 provided that the State
total of dispensaries could be increased above the number specified in the law, if
necessary to provide at least one to each County Distributing dispensaries by
CHAA flies in the face of the clear language of Prop... 203. If litigation were
filed, the CHAA distribution would probably be struck down by a Court, since it
flies in the face of the language of Prop. . 203 and its effects are so clearly unjust.

It is obvious that the reason AZDHS decided to distribute dispensaries per CHAA
is that it will spread the dispensaries out throughout the entire State and increase
the percentage of Arizona’s land that will be covered by “grow your own
excluston zones” of 25 mile radius which will exist around each dispensary. I can
understand how many could consider this to be a worthy goal Even if the goal is
worthy, it does not justify such a radical perversion of the intent of Prop. 203.

I can see several specific negative consequences of distribution of dispensaries by
CHAA.

» Since the urban areas will have dispensaries serving very large populations, those
dispensaries will become very large operations. This could be difficult in light of
the fact that many if not most Cities and Counties are putting square footage
limitations on dispensaries.

o Of the 20 smallest CHAAs, 13 have 2010 populations of less than 10,000. All of
the smallest 20 CHAAs have 2010 populations less than 15,000. Some have only
the smallest of towns or settlements and may not have commercial suitable space
available for a dispensary. Many of these CHAAs are very large geographically
with their population densities being extremely low.

» In many cases, because of the very small populations and very low population
densities, these low population CHAAs may not be able to support the operation
of a dispensary. Many of these dispensaries could fail and go out of business. As
they were in the process of going out of business, numerous problems involving
patient services, defaulting on financial obligations and others could arise.
Having dispensaries go out of business would decrease the stability of the
industry and create additional problems for AZDHS to have to deal with.
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s Presumably if a small population CHAA went out of business, the “grow your
own exclusion zone” would go away and the original motive of those proposing
distribution by CHAA woulid be frustrated.

The CHAA proposal is not necessary. There are better ways to distribute
dispensaries in a way that would not create such radical distortions. Gila County
is a good example. It would receive only one dispensary whether they are
distributed by number of pharmacies or by population. Gila County’s population
is divided, mote or less evenly, between Payson in the North and Globe in the
South. The road between the 2 towns is over 80 miles. They have a legitimate
desire to have a “grow your own exclusion zone” surrounding both towns.

Here is a way to solve the problem without creating all of the problems involved
with the CHAA Rule. AZDHS could write a Rule that would allow a County,
such as Gila County, to request, based on its particular circumstances, that it have
its one dispensary operate out of 2 locations, one in Payson and the other in
Globe. It could qualify as one dispensary rather than 2 by operating out of the 2
locations on alternate days and never being both open at the same time. AZDHS
would impose a “25 mile radius grow your own exclusion zone” around each
location of the one dispensary.

Although the dispensary would have increased costs muaintaining 2 operating
locations, it would be able to shaie other costs like wages between the 2 locations.
A single dispensary operating out of 2 separate limited hours locations would be
more likely to survive financially than 2 separately owned dispensaries with
larger operating costs.

Other rural Counties with large distances separating their population centers could
benefit by such a Rule. This would satisty the goal of reducing the area where self
cultivation is allowed while avoiding the instability involved with trying to force

ppnrﬂp to onerate disnensaries in locations that are not viahle. There will
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inevitably remain some locations that will not have dispensary locations even
with the suggested Rule. Even the CHAA Rule does not completely eliminate
areas where card holders could grow their own These areas have very low
population density and the number of card holders living in them would likely be
quite small. It seems unlikely that many cardholders would move to one of these
unprotected locations just so they could grow their own medical marijuana.

3. The Medical Director. Eliminate the medical director because it is not provided for in
Proposition 203 and the medical director provides no purpose other than to increase the cost for the
dispensaries which results in patients paying more to purchase marijuana products. The Rules do not
require that the doctor have any training or knowledge about medical marijunana. If the purpose of a
medical director was to somehow educate and inform and assist patients using medical marijuana,
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wouldn’t there be some minimum requitements for a medical director that would be evidence that the
doctor has some minimal level of knowledge and experience with medical marijuana and its affects on
patients? If DHS insists on having a medical director, it should be DHS’s own medical director who can
then create the pamphlets and literature that DHS wants distributed to patients and charge each dispensary
$500 a month plus the cost to purchase the literature

4. Principal Officer & Board Member. Throughout the Rules DHS uses the phrase “principal
officer and board member” The Rules carefully create requirements invented by DHS that are not in
Proposition 203 that every principal officer and board member must meet, including, but not limited to
the unconstitutional Arizona residency requirement. The residency requirement may get DHS sued after
dispensary licenses are issued. Nobody wants to sue before then because they do not want to get on
DHS’s “bad actor™ list

Why is the phrase principal officer and board member used 50 times in the Ruoles, but the
Rules do not contain a single reference to the owners of the nonprofit entity. The Rules never
mention the owners of a nonprofit entity who are called: (i} shareholders when the entity is a for profit
corporation, (ii) partners when the entity is a partnership, (iii) member when the entity is a limited
liability company, and (iv} sole proprietor when the business is owned by one person who operates
without an entity.

The current Rules regulate only principal officers and board members. As a 31 year business
lawyer who has formed and advised over 3,000 Arizona companies, I am familiar with officers of a
corporation, but have never heard of a “principal” officer. Please tell us what a principal officer is and
how a principal officer differs from a plain vanilla officer?

As a general Rule, only corporations have officers and members of the board of directors.
Limited liability companies are run by the members if the LLC is member managed or by one or more
managers if the LLC is member managed. Limited partnerships and general partnerships are managed by
one or more general partners. An LLC can create officets and board members, but unlike Arizona
corporate law, Arizona LL.C faw does not provide for either.

The current Rules do not prohibit the nonprofit entity from being owned by a person who has an
excluded felony or one or more of the other fifteen requirements contained in the Rules that must be met
by all principal officers and board members. Doesn’t DHS want all of the owners of a dispensary to meet
the same eligibility requirements as officers and directors? 1 recommend that DHS amend the Rules as
follows:

» Where ever the phrase “principal officer and/or board member” appears, replace it with
“QOwner, Officer and/or Board Member.”

¢ Include a definition for Owner that states: The term “Owner” means: (i) a shareholder of
a corporation, (ii) a partner of a general or limited partnership, (iii) a member of a limited
liability company, and (iv) a sole proprietor

¢ Include a definition for Officer that states: The term “Officer” means: (i) a president,
vice president, secretary or treasurer of a corporation, (ii) a general partner of a general
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partnership or a limited partnership, (iii) a manager of a manager managed limited
liability company, (iv) a member of 2 member managed limited liability company, and (v)
a sole proprietor.

e Include a definition for board member that states: The term “Board Member” means a
person who is duly appointed or elected to the board of directors of a corporation.

The Rules should expressly state that all of the eligibility requirements applicable to principal
officers and board members (as currently worded) apply to all the Owners. If DHS does not intend any or
all of those eligibility requirements to apply to Owners, then state which requirements apply or that none
of the requirements apply.

5. Independent Contractors. As I read the Rules, every person who enters a dispensary must
be a qualifying patient or a dispensary agent. If so, this means that a plumber hired to fix a toilet, an
¢lectrician hired to install a new ceiling light, a janitor who cleans the premises and the IT person who
installs a new computer must be dispensary agents. This does not make any sense. The dispensaries must
be able to hire independent contractors to provide routine, non-medical marijuana related services for
their businesses. Please modify the Rules to allow the dispensaries to hire independent contractors for
these types of routine setvices without requiring that every single person be a qualifying patient or
dispensary agent.

Autd i

Richard Keyt
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ADHS 01-31-11 Draft Rules for Implementation of the Arizona Medical
Marijuana Act; Comment by the Arizona Medical Marijuana Association

Lhis constitutes the Arizona Medical Marijuana Association’s (“AzMMA” o1 “Association™)
comments on the Arizona Department of Health Services’ (“ADHS” or “Department™) Draft Rules for
implementation of the Arizona Medical Marijuana Act proposed on January 31, 2011. The Association
is pleased that so many of its January 7, 2011 comments made their way into the Department’s proposed
rules and believes this reflects recognition of the Association’s efforts to ensure a well-regulated medical
matijuana program that exists to serve the needs of patients with debilitating medical conditions.

But concerns remain. The Association is deeply conceined about two matters that appeared for
the first time in the Department’s January 31, 2011 proposal: the award of certain dispensary
registration certificates by a process of random selection and the distribution of dispensaries by

' Tat &4

Community Heaith Analysis Areas (“CHAASs™). Those conceins are discussed more fuily below along
with the Association’s proposed solutions Other proposed rules exceed the Act’s grant of authority to
the Department ot are contrary to the intent of or in direct conflict with the Act. Some rules remain

unduly burdensome.

The Lottery

AR.S. § 36-2803(A)(4)(a) requires the Department to adopt rules governing medical marijuana
dispensaries, including “the manner in which the Department shall consider applications for and
renewals of registration certificates.” (Emphasis added). The rules governing dispensaries are to serve
“the purpose of protecting against diversion and theft” but not unduly burden dispensaries or
compromise patient confidentiality AR.S § 36-2803(A)(4)

9597421522393 1
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As currently drafted, the Department’s proposal for random selection of a dispensary certificate
recipient from ameong multiple applicants is bad public policy and poses a serious risk to public safety.
According to the draft rules:

e There will be a 30-day period for the submission of dispensary registration applications
beginning May 1, 2011;

* Only those applications considered complete as of 60 days after May 1, 2011, will be
eligible for award;

¢ Generally, DHS will award only one dispensary certificate per CHAA;

e If'there is more than one dispensary application in a CHAA, the Department will
“randomly select” the recipient; and

¢ If the dispensary registration certificate recipient has not submitted an application to
operate the dispensary at least 60 days before the one-year registration certificate expires,
he foifeits the certificate.

Proposed R9-17-303 sets forth the contents of a dispensary 1egistration application. An
application can be considered “complete” even if it is only minimally so. A marginal and superior
application within the same CHAA will be treated as equal by the Department. Any “complete”
application will be eligible to be randomly selected for award of the dispensary registration certificate
regardless of merit. This becomes a major concern when the issue is whether the applicant receiving an
award has adequate financial resources to actually open and operate a dispensary.

Due to their limited supply, dispensary registiation certificates will be valuable and will attract
interest. An undercapitalized recipient of a dispensary registration certificate will be vulnerable to
criminal elements offering start-up capital or other financing, particularly in a business like this where
traditional financing is not available In addition, dispensaries without adequate capitalization are more
likely to fail. And when a dispensary fails, it may open the door to the increased patient/caregiver

cultivation that the Department hopes to avoid.

The solution is to: (a) add a capitalization requirement sufficient to ensure the viability of each
dispensary location and (b) require applicants to disclose information about their source(s) of funding.
The Department should consider a capitalization requirement of $250,000 to be verified before an
application can be considered complete and eligible for selection. Further, R9-17-303 should be
amended to require that a complete dispensaty application contain the following:

* A list of all persons or business entitics having direct o1 indirect authority over the
management or policies of the dispensary.

9997 421 5223931 2/18/2011
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e A list of all persons or business entities having 5% or more ownership in the dispensary,
whether direct or indirect and whether the interest is in profits, land or buildings,
including owners of any business entity that owns all or part of the proposed land or
building.

¢ The identities of all creditors holding a security interest in the proposed premises, if any.

o The identities of all persons or business entities, whether or not secured creditors,
providing any portion of the capitalization requitement or any of the funds used or
needed to acquire the land on which the dispensary will be located, to purchase or lease
the building that will be used for the dispensary, to make any renovations or
improvements to the building that will be used for the dispensary, and to provide any
funds used to meet any other requirements of the Act or these rules

e The sources, locations and amounts of all funds used to satisfy the capitalization
requirement.

The Association’s strong preference is for the Department to award dispensary registration
certificates based on merit. The proposed system violaies the Department’s statutory duty, pursuant to
ARS. § 36-2803(A)(4)(a), to consider applications. By mandating that the Department “shall consider
applications,” the Act clearly intends some sort of merit-based review in which the Department has the
discretion to make determinations as to the awards of certificates in the best interests of the state. The
Association appreciates the Department’s desire to return to its core mission but respectfully suggests
that abdicating its statutory responsibility for selecting qualified applicants for dispensary certification is
not the way to do it.

If the Department refuses to engage in any subjective evaluation of applications, it must then
adopt an application detailed enough to ensure that dispensary registiation certificates are awarded only
to serious, qualified applicants. The Department should compile a detailed check-list of information that
must be fully satisfied before an application is considered “complete” and eligible for awaid. See
Exhibit A.

CHAAs

The Department has the authority to adopt rules “{gloverning nonprofit medical marijuana
dispensaries, for the purpose of protecting against diversion and theft without imposing an undue burden
on dispensaries o1 compromising the confidentiality of cardholders,” including the manner in which the
Department shall consider applications for and renewal of registration certificates. Currently, the Act
allows the establishment of at least 124 dispensaries in the State, but dispensaries in excess of this
number are allowed if necessary to ensure that the Department issues at least one certificate per county
ARS §36-2804(C). Only AR.S. § 36-2806.01 addresses dispensary location regulations and it
authorizes only cities, towns and counties to enact reasonable zoning regulations limiting dispensaries to
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specified areas The Act could have authorized the Department to divide the state into geographic units
for purposes of ensuring the broad distribution of dispensaries statewide, but it did not do so
Accordingly, there is some doubt as to whether the Department has the authority to impose a CHAA
system for restricting dispensary locations. If the Act intended to give such authority to the Department,
it is doubtful that the Act would have needed to allow the Department to issue more than 124 certificates
in order to ensure at least one dispensary per county. The Act appears intended to allow market forces
to determine the locations of dispensaries, subject to reasonable zoning regulations.

Despite the foregoing, the Department proposes to use its already existing Community Health
Assessment Area (CHAA) system that conveniently divides the State into 126 geographic areas and
limit each CHAA to one dispensary unless a city or town containing more than one CHAA requests
reallocation of dispensary registration certificates from one CHAA to another

In view of the negative social impact evidenced in other States as a result of widespread
cultivation of medical marijuana by individual patients and caregivers, AzZMMA understands the
Department’s efforts to evenly distiibute dispensary locations so that as many patients as possible live
within 25 miles of a dispensary, which eliminates the Act’s private cultivation option. The Association
also appreciates that CHAAs are an attractive option for the Department because of the built-in
convenience of utilizing an already existing system for dividing the state into almost exactly the
allowable number of units. However, the Association believes that the CHAA system has significant
shortcomings, and that the distribution criteria for dispensaries has sufficient long-term public policy
ramifications that warrant the development of a dispensary allocation plan specific to the Act, providing,
of course, that the Department has the authority to impose such a plan

The shortcomings of the proposed CHAA system include, but are not limited to:

1. CHAAs cover the entire geographic area of the State, even though some 3/5 of the State
is either Indian Reservation or Federal Land, neither of which would be available for
dispensary locations.

2. Although CHAAs cover the entire geographic area of the State, most CHAAs are larger
than a 25-mile radius. This will result in large areas available for personal cultivation

3. There are extreme population deviations among CHAAs. For example, the Phoenix
metropolitan area represents over 65% of the state’s population but contains only 12% of
the state’s CHAAs. Consequently, apportioning dispensaries on the basis of CHAAs
could result in the creation of urban, mega-store dispensaries with thousands of patients,
which may be at odds with various city zoning ordinances and the intent of the Act. On
the other hand, some CHAAs have populations too low to possibly support a retail
dispensary, which may result in personal cultivation by patients in that CHAA.

4. Cities and towns containing more than one CHAA may decide not to reatlocate from one
CHAA to another. This would give cities and towns the purported authority to outright
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limit the number dispensaries within their borders even though the Act only gives cities
and towns the authority to enact reasonable zoning regulations that limit dispensary
locations to specified areas. Of course, some cities have adopted zoning regulations with
additional distance and other requirements that may have the effect of limiting the
number of total dispensaries that may locate within that jurisdiction. But the Act does not
allow a city or town to limit the number of dispensaries in the manner suggested by the
proposed rules. For example, a city may contain 4 CHAAs but has adopted zoning
regulations requiring dispensaries to be located only within an industrial zone and only
one of the city’s 4 CHAAS contains an industrial zone. If the city does not seek to move
its other 3 dispensary allocations to the CHAA with industrial zoning, that city has then
been allowed by the Department to impropetly limit the number of dispensaries within its
border to one.

If a geographic system for allocating dispensary registration certificates is possible, the
Association believes that the State’s public interest is best served by creating a dispensary allocation
plan that ensures that the great majority of the state’s population resides within 25 miles of a dispensary
but that provides for a reasonable number of dispensaries in high population-density areas. Accordingly,
the Association suggests that the Department consider establishing dispensary allocation areas centered
on towns and cities throughout the State. Exhibit B, attached, identifies such areas by the name of the
community at the epicenter of the area. This type of plan would result in coverage of over 95% of the
state’s population (according to the 2000 census) by 52 dispensary allocation areas. That would leave
the remaining 73 dispensaries to be allocated, proportionately, among the high population-density areas.
See Exhbits B and C (map).

The Association recognizes that the Department has publicly stated its concern about the
“clustering” of dispensaties Exhibit B demonstrates that only 4 of its dispensary allocation areas would
have more than 4 dispensaries. If the Department feels that local zoning regulations and competitive
market forces are insufficient to prevent clustering—and if the Department chooses to implement a
dispensary allocation model similar to that proposed by the Association—the Department may wish to
further subdivide the Chandler, Mesa, Phoenix and Tucson dispensary allocation areas to further
diminish the possibility of clustering.

It should be noted that no matter how the Department decides to allocate dispensaries within the
state, there will necessarily exist low population areas incapable of supporting a retail-only dispensary
that will then be available for medical maiijuana cultivation by qualified patients living in those areas.
Some speculate that such areas may become havens for non-dispensary cultivation sites by caregivers.
Nonetheless, the Association believes that the type of plan demonstiated in Exhibits B and C provide a
better and more reasonable methodology for balancing the Department’s desire to limit personal
cultivation against the need to fairly service the state’s larger urban areas. Further, should personal
cultivation become a public nuisance in certain areas of the state at a future date, that will signal a
dispensary development opportunity and the Department may allocate a dispensary in that area to
address the problem.
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Public Records

Due to the nature of the information that dispensary registration applicants will be asked to
provide, it is important that the Department provide the applicants with the opportunity to designate,
with Department approval, certain proprietary information as confidential and not subject to public
inspection. :

Annual Application Process

The proposed rules envision a 30-day period beginning on May 1, 2011 in which the Department
will accept the first round of dispensary applications From among the applications determined to be
“complete” as of 60 days after May 1, 2011, the Department will award certificates to an applicant that
is the only applicant within a CHAA or, in the case of multiple applicants within a CHAA, randomly
select the recipient The dispensary registration certificate recipient must submit an application to
operate the dispensary at least 60 days before the one-year registration certificate expires or he forfeits
the certificate.

After the initial round of applications in May 2011, the rules provide for an annual application
process beginning in April 2012 The annual process begins with the Department’s April assessment of
whether there are available dispensary 1egistration certificates to be issued. If so, the Department will
post a notice that it is accepting applications for a 30-day petiod. From there, the process for awarding
certificates proceeds as during the initial phase of applications.

The Association objects to the Department’s restriction of applications to one, annual period in
subsequent years. First, the Act does not contemplate any restriction on when an application may be
filed. In fact, the Act imposes a duty on the Department to issue dispensary applications within 90 days
of a qualifying application if there are available cettificates to be issued. AR S § 36-2804(B), (C). The
Department can’t alter this requirement by adopting a rule that allows it to reject applications filed
outside of a narrow, annual, 30-day period. Second, the Department’s rulemaking authority “governing
the manner in which the Department shall consider applications for and renewals of registration
certificates” does not allow the Department to restrict the filing of applications to one 30-day period per
year. Third, the Department seems to assume that all 124 available dispensary certificates will be issued
during the initial, 2011 application petiod. That is unlikely to be the case Even if 124 certificates are
issued during the initial phase, the Act authorizes that number of certificates to be exceeded if necessary
to ensure that there is at least one dispensary in every county. And even if the CHAASs o1 some other
more appropriate method of geographic distribution are used during the initial application phase, there
may be no initial applications in a number of those areas. There is no reason to preclude applications in
those vacant areas for a year. The Act contemplates an ongoing application process and that the
Department will receive applications and then act upon complete applications based on availability
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Testing Provisions

One area not addressed in the proposed 1ules is the concept of mandatory product testing Each
batch should be tested to determine its strain, strength and the presence of any additives. The
Association believes that the rules should allow the transfer of small quantities of medical marijuana to
laboratory testing facilities approved for this purpose.

Outdoor Cultivation

The Association remains concerned with the impact of the proposed rules on outdoor cultivation.
The proposed rules continue to tequire a bartier covering the top of an outdoor area that is overly
restrictive and not an effective means of increasing security. Ihe types of batriers the Department
proposes are easily breached, increase constiuction costs, potentially restricts natural light, and do not
significantly improve incident response or significantly increase the time requited to breach an outdoor
cultivation facility. The Association suggests the following amendment to R9-17-101(15):

15, “Enclosed” means EITHER:
a A building with four walls and a roof o1 an indoor room or closet.

b. An area surrounded by four solid 10-foot walls constructed of metal, concrete, o1
stone that prevent any viewing of the marijuana plants FROM THE STREET
OR OTHER PUBLIC AREAS, with a one-inch thick metal gate and a barrier
covering the top of the area that is:

i Welded or woven wire mesh, with minimum wire thickness 0f'0.25 inches
and maximum gap between wires of 1 inch;

i, Welded metal wire grid, with minimum wire thickness of 0.25 inches and
maximum gap between wires of 3 inches;

iii. Metal chain-link weave, with gauge no less than 9 and no motre than 11.5;

iv. A panel of metal vertical bars, with minimum bar thickness of 0.5 inches
and maximum gap between bars of 4 inches; or

V. Constructed of iton or other metallic material and similar to the examples
in subsections (10)(b)(i) through (10)(b)(iv), if approved by the
Department.

c. AN AREA SURROUNDED BY FOUR SOLID 12-FOOT WALLS, 10PPED
WITH CONCERTINA WIRE, CONSTRUCTED OF METAL, CONCRETE, OR
STONE THAT PREVENT ANY VIEWING OF THE MARITUANA
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PLANTS FROM THE STREET OR OTHER PUBLIC AREAS, WITH A
ONE-INCH THICK METAL GATE AND WITH 24-HOUR VIDEO
SURVEILLANCE OF THE ENTIRE OUTER PERIMETER

Edibles

The Association is concerned with the rules governing edible food products. On reflection, the
Association is concerned with the possibility of diversion and theft associated with transferring medical
marijuana to a commercial kitchen for use in prepating products prepared by personnel who are not
registered with the Department under the Act. The Association recommends that all edible food
products sold by dispensaries be prepared at the dispensary or cultivation site if it has a food
establishment permit issued pursuant to 9 A.A.C. 8, Article 1 and pursuant to the local ordinances
and requirements of the local health department where the dispensary/cultivation site is located

Audits

The Association asks that the Department revisit the requirement in R9-17-307 that a dispensary
applying for renewal must provide a copy of an audited financial statement. Again, the Association
fully supports tequiring dispensaries to provide the financial information necessary to determine that it is
opetating as a nonprofit and that funds are not being diverted, etc. But an audited financial statement
seems to exceed what it necessary and the cost would be unduly burdensome to entities required fo
operate as non-profits. The Association suggests that the Department consider other alternatives. For
example, a reviewed financial statement or compilation together with copies of the entity’s tax returns
balance sheet and income statement may provide the information the Department needs in a less
burdensome way.

CONCLUSION

Once again, the Association commends the Department for its efforts in developing the proposed
1ules. The Association urges the Department to make the changes discussed above. Please let me know
if vou have any questions or if we can be of any further assistance

Sincerely,

GAMMAGE & BURNHAM

By WW

Lisa T Hauser
LH/dm
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Requirements for Dispensary Registration

Check list

Requirements per ADHS draft rules released 01/31/11

Il Must be between May 1st & May 31,

Date of application 2011 R8-17-302 (B)

[] [Cegal Name of The dispensary R9-17-303 (B)(1)(a) |
Physical address of the proposed R9-17-303 (B} 1)(b)
dispensary

[T] [Thename of the entity applying R8-17-303 (B)(1){ c) |

L] [tosubmit dispensary agent
applications on behalf of the R9-17-303 (BY1)}{d)
dispensary.

[_] [The name and license number of the

1

10

O O 0O 0O

dispensary's medical director

R9-17-303 (B)(1)(e)

For each principal officer, and board member

answer the following for

Each principal officer or board
member of the dispensary is an
Arizona resident for the three years
immediately preceding the date the
dispensary submits a dispensary
certificate application

R9-17-303 (A)

[Name, Address and Date of Birth

R9-17-303 (B){1)(f)

Whether he/she has served as a
principal officer or board member for
a dispensary that had the dispensary
registration certificate revoked

RO-17-303 (B}1)}gXi)

Whether he/she is a physician
currently providing written
certifications for qualifying patients

R9-17-303 {B)(1)(g)ii)

Whether he/she has unpaid taxes,
interest, or penalties due to a
governmental agency

R9-17-303 (B)(1)(g)(iii)

Whether he/she has an unpaid
judgment due to a governmental
agency

R8-17-303 (B)(1){g)(iv)

Whether he/she is in defaulton a
government-issued student loan

R8-17-303 (B}{1)(g)(v)

1of 19
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Criminal records

Whether he/she failed to pay court
ordered child support

R9-17-303 (B)(1)(g)(vi)

Whether hefshe is a law enforcement
officer

R9-17-303 {B)(1){(g)(vii)

Whether he/she is employed by or a
contractor of the Department

R9-17-303 (B)(1)(g)(viii)

The principal officer's or board
member's fingerprints in a
Department provided format that
includes the principal officer's or
board member's name, date of birth,
social security number, and
fingerprints.

R9-17-303 (B)(3)( o)(i)

or

If the fingerprints and informaticn
required in subsection (B}{3)X c)(i)
were submitted to the Department as
part of an application for a designated
caregiver or dispensary agent registry
identification card within the previous
six months, the registry identification
number on the registry identification
card issued to the principal officer or
board member as a result of the
application

R9-17-303 (B)(3)( o))

A copy of one of the following
containing the principal officer's or
board member's name, and current
residence address.

A non-expired Arizona driver's license

R9-17-303 (B)(3)(d)(D

or

A non-expired Arizona identification
card

R8-17-303 {B)(3)(d)(ii)

or

|A current lease agreement

R9-17-303 (B)(3)(d)(ii)

or

A montgage statement for the most
recent tax year

R9-17-303 (B)(3)(d)(iv)

or

|A tax statement issued by a

R8-17-303 (B)(3)(d}v)

or

A utility bill dated within 60 calendar
days before the date of the
dispensary application

R9-17-303 (BY(3)d)(vi)

or
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A paycheck or statement of direct
deposit issued by an employer dated
within 60 calendar days before the
date of the dispensary application

RO9-17-303 (B)(3)(d)(vii)

or

A current motor vehicle, life, or health
insurance policy

R9-17-303 (B)(3)(d){vili)

or

Any other document that
demonstrates that the principal officer
or board member is an Arizona
resident

R9-17-303 (B)(3){d)(ix)

Whether the dispensary agrees to
allow the Department to submit
supplemental requests for information

R9-17-303 (B)(1)(h)

An attestation that the information
provided to the department to apply
for a dispensary registration certificate
is true and correct

R9-17-303 (B)(1)(i)

A sworn statement signed and dated
by the individual or individuals in R9-
17-301 certifying that the dispensary
is in compliance with local zoning
restrictions

R9-17-303 (B)(5)

L1

The signature of the individual(s) in
R9-17-301 and the date signed

R9-17-303 (B)(1)(j)

If person applying is one of the business organizations
(corporation, partnership, limited liability company, association,
cooperative, joint venture or other)

L]

|The name of the business

R9-17-303 (B)2)(a)

The name and fitle of each principal
officer and board member

R9-17-303 (B)(2)(b)

L1

A copy of the business organization's
articles of incorporation, articles of
organization, or partnership or joint
venture documents, as applicable

R9-17-303 (B)(2)(c)
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L

For each principal officer and board member

An attestation signed and dated by
the principal officer or board member
that the principal officer or board
member has not been convicted of
an excluded felony offense as
defined in A.R.S.§ 36-2801

R9-17-303 (B)(3)(a)

An attestation signed and dated hy
the principal officer or board member
that the principal officer or board
member is an Arizona resident and
has been an Arizona resident for at
least three consecutive years
immediately preceding the date the
dispensary submitted the dispensary

certificate application

R9-17-303 (B)(3)(b)

To apply for a dispensary registration certificate, a
person shall submit to the Department policies and
procedures that comply with requirements in this

Chapter for:

| | {inventory Control

R©-17-303 (B}4)a)

]

L]

O 0O 0O 0O

L]

A dispensary shall designate in Writing a
dispensary agent who has oversight of
the dispensary's medical marijuana
inventory control system

R9-17-315 (A)

A dispensary shall establish and
implement an inventory control system
for the dispensary's medical marijuana
that documents

R9-17-315 (B)

Each day's beginning inventory,
acquisitions, harvest, sales,
disbursements, disposal of unusabie

R9-17-315 (B)1)

For acquiring medical marijuana from a
qualifying patient or designated caregiver

R9-17-315 (B)(2)

A description of the medical
marijuana acquired including the
amount and strain

R9-17-315 (B)(2)(a)

The name and registry identification
number of the qualifying patient,

designated caregiver, or dispensary
and dispensary agent whe provided

R9-17-315 (B)(2)(b)

The name and registry identification
number of the dispensary agent
receiving the medical marijuana on
behalf of the dispensary

R9-17-315 (B}2) ¢)
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oo o

[The date of acquisition

R9-17-315 (B)(2)(d)

For acquiring medical marijuana from
another dispensary

R9-17-315 (B)(3)

A description of the medical
marijuana acquired including the
amount, strain and batch number

R9-17-315 (B)(3)(a)

The name and registry identification
number of the dispensary and the
dispensary agent who provided the
medical marijuana

R9-17-315 (B)(3)}(b)

The name and registry identification
number of the dispensary agent
receiving the medical marijuana on
behalf of the dispensary

R9-17-315 (B)(3)( ¢)

{The date of acquisition

R9-17-315 (B)(3)(d)

|For each batch of marijuana cultivated

R9-17-315 (B)(4)

[The batch number

R9-17-315 (B)(4)(a)

Whether the batch originated from
marijuana seeds or marijuana
cuttings

R8-17-315 (B){4)(b)

The original and strain of marijuana
seed or marijuana cutling planted

R9-17-315 (B)(4)( c)

The number of marijuana seeds or
marijuana cuttings planted

R9-17-315 {B)}(4){d)

The date the marijuana seeds or
cuttings were planted

R9-17-315 (B)(4)(e)

A list of all chemical additives,
including non-crganic pesticides,
herbicides and fertilizers used in the
cultivation

R9-17-315 (B)(4)(f)

The number of female plants grown
to maturity

R9-17-315 (B)(4)(g)

{Harvest information including

R9-17-315 (B)(4)(n)

|Date of harvest

R9-17-315 (B)(4)(h)(i)

Final processed useable
marijuana yield weight

R9-17-315 (B)(4)(h)(ii)
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0O O [0

0 0

Name and registry
identification number of
the dispensary agent
responsible for the
harvest

R9-17-315 (B)(4)(h)(iii)

The disposal of medical marijuana
that is not usable marijuana including
the

R9-17-315 (B)(4)(i)

Description of and reason
for the marijuana being
disposed of including, if
applicable the number of
any male, failed or other
unusabie plants

R9-17-315 (B)(4)(}(i)

{date of disposal

R9-17-315 (B)(4)(i)(ii)

[method of disposal

R9-17-315 (BY4)()(iil)

name and registry
identification number of
the dispensary agent
responsibie for the
disposal

RO-17-315 (B){4){i)(iv)

For providing medical marijuana to
another dispensary

R8-17-315 (BX5)

The amount, strain, and batch
number of medical marijuana
provided

R9-17-315 (B)(5)(a)

The name and registry identification
number of the other dispensary

R9-17-315 (B)(5)(b)

The name and registry identification
number of the dispensary agent who
received the medical marijuana on
behalf of the other dispensary

R8-17-315 (B)(E)( ¢)

The date the medical marijuana was
provided

R9-17-315 (B)(5)(d)

For providing medical marijuana to a food establishment
for infusion into an edible food product

R9-17-315 (B)(6)

A description of the medical
marijuana provided including the
amount, strain, and batch number

R9-17-315 (B)(6)(a)
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[

O 0O 0O O

]

oo ooodo o

The name and registry
identification number of the
designated agent who

R9-17-315 (B)(6)(b)

Provided the medical
marijuana to the food
establishment on behalf
of the dispensary

R9-17-315 (B)(BXbXi)

Received the medical
marijuana on behalf of the
food establishment

R9-17-315 (B)(6)(b){ii)

The date the medical marijuana was
provided to the food establishment

R9-17-315 (B)(B) ¢)

For receiving the edible food products
infused with medical marijuana from a
food establishment

R9-17-315 (B)(7)

The date the medical marijuana Used
to infuse the edible food products
was received by the food
establishment and the amount and
batch number of the medical

R9-17-315 (B)(7)(a)

A descriplion of the edible food
products received from the food
products received from the food
establishment including total weight
of each edible food product and
estimated amount and batch number
of the medical marijuana infused in
each food product

R9-17-315 (B)(7)(b)

Total estimated amount and batch
number of the medical marijuana
infused in edible food products

R9-17-315 (B)7)( ¢)

A description of any reduction in the
amount of medical marijuana

RY-17-315 (B}(7)d)

For any useable marijuana disposed
of at the food establishment

R9-17-315 (B)(7)(e)

A description of the
unusable marijuana

R9-17-315 (B)(7)(e)}))

The amount and batch
number of unusable
marijuana disposed of

R9-17-315 (B)(7)(e)(ii)

[Date of disposal

R8-17-315 (B){(7)(e)(iii)

[Method of disposal

R9-17-315 (B)(7)(&)(iv)
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D Name and registry

0 0

identification humber of
{he dispensary agent
responsible for the
disposal at the food
establishment

RS-17-315 (BY7)(e)(v)

The name and registry identification
number of the designated agent who

R9-17-315 (BY(7)(N)

Provided the edible food
products to the
dispensary on behalf of
the food establishment

R9-17-315 (BY7)(F){))

[ Received the edible food
products on behalf of the R9-17-315 (BY7)N)(ii}
dispensary

] The date the edible food products R9-17-315 (B)(7){g)

were provided to the dispensary

The individual designated in subsection
(A) shall conduct and document an audit
of the dispensary's inventory that is
accounted for according to generally
accepted accounting principals at least
once every 30 calendar days

R9-17-315 ( C)

D [f the audit identifies a réduction In

the amount of medical marijuana in
the dispensary's inventory not due to
documented causes, the dispensary
shall determine where the loss has
occurred and take and documented
corrective action.

R9-17-315 ( C){(1)

D If the reduction in the amount of

medical marijuana in the dispensary's
inventary is due to suspecied criminal
activity by a dispensary agent, the
dispensary shall report the
dispensary agent to the department
and to the local law enforcement

authorities

R9-17-315 { C)(2)

[A dispensary shall

R9-17-315 (D)

Maintain the documentation required
in subsections (B) and ( C) at the
dispensary for five years from the
date on the documentation

R9-17-315 (D}(1)

|Provide the documentation
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required in subsections (B) and (
C) to the Department for review
ypon request

R9-17-315 (D}(2)

1 |

Product [abeling and Analyses

R9-17-316

1

[]

that medical marijuana

gualifying patient or
designated caregiver is
labeled with

A dispensary shall ensure

provided by the dispensary to

R9-17-316 (A)

The dispensary's registry
identification number

R9-17-316 (A)(1)

The amount, strain, and batch
number of the medical marijuana

R8-17-316 (A)(2)

The Tollowing statement "TARTZONA
DEPARTMENT OF HEALTH
SERVICES' WARNING: Smoking
marijuana can cause addiction,
cancer, heart attack, or lung infection
and can impair one's ability to drive a
motor vehicle or operate heavy
machinery"

R9-17-316 (A)(3)

If not cultivated by the dispensary,
whether the medical marijuana was
obtained from a qualifying patfent, a
designated caregiver, or another
dispensary

R9-17-316 (A)4)

The date of manufacture, harvest, or
sale

R9-17-316 (A)}(5)

A list of all chemical additives,
including nonorganic pesticides,
herbicides, and fertilizers, used in the
cuitivation and production of the
medical marijuana

RG-17-316 (A)6)

The registry identification number of
the qualifying patient

R9-17-316 (A)(6)

if the dispensary provides medical
marijuana cultivated by the
dispensary to another dispensary
shall ensure that the medical
marijuana is labeled with

R9-17-316 (B)

[
[

The dispensary's registry
identification number

R9-17-316 (B)(1)

[The amount, strain, and batch
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L1
L1

[number of the medical marijuana

RY-17-316 (B)(2)

[The date of harvest or sale

RO-17-316 (B)(3)

A list of all chemical additives,
including nonorganic pesticides,
herbicides, and fertilizers, used in the
cultivation and production of the
medical marijuana

R9-17-316 (B)(4)

H medical marijuana is provided as
part of an edible food product, a
dispensary shall, in addition to the
information in subsection (A), include
on the label, the total weight of the
edible food product

R9-17-316 { C)

A dispensary shall provide to the
department upon request a sample of
the dispensary's medical marijuana
inventory of sufficient quantity to
enable the Department to conduct an
analysis of the medical marijuana

R9-17-316 (D)

Dispensing Medical Marijuana

Before a dispensary agent dispenses
medical marijuana the agent shall;

R9-17-313

[

[

Verify the qualified
patient's or desinated
caregiver's identity

R9-17-313(1)

Offer any appropriate
patient education or
support materials

R9-17-313(2)

Enter the patient's or
caregiver's registry
identification number into
the electronic verification
system

R9-17-313(3)

Verify the validity of the
patient's or caregiver's
registry identification card

R9-17-313(4)

Verify that the amount
requested does not
exceed allowable limits

R9-17-313(5)

Enter the tollowing
information into the
electronic verification
system for each patient or
caregiver

R9-17-313(6)
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{Amount of marijuana dispensed

R9-17-313(6){a)

Whether the marijuana was
dispensed to the qualifying patient
or their caregiver

R9-17-313(6)(b)

Date and time the marijuana was
dispensed

R9-17-313(6)(c)

The dispensary agent's registry
identification number

R2-17-313(6)(d)

The dispensary registry
identification number

R9-17-313(6)(e)

L

Qualifying patient record keeping
A dispensary shall ensure that:

R9-17-314(A)

A patient record 1S estapiishied and
maintained for each patient that
obtains marijuana from the
dispensary

R9-17-314(A)1)

[An entry in a patient record:

R9-17-314(A)2)

0 0O O 0O

Is recorded only by a dispensary
agent authorized by the dispensary
to make an entry

R9-17-314(A)(2)(a)

Is dated and signed by the
dispensary agent

R9-17-314(A)(2)(b)

Includes the agent's registry
identification number

R9-17-314(A)2)(c)

Is not changed to make the original
entry illegible

R9-17-314(A)(2)(d)

If an electronic signature is used to
sign an entry, the agent whose
signature the electronic code
represents is accountable for the use
of the electronic signature

R9-17-314(A)(3)

A patient record is only accessed by
an agent authorized by the dispensary
proecedures to do so

R9-17-314{A)(4)

A patient record is provided to the
Department for review upon request

R9-17-314(A)(5)

A patient record is protected from
loss, damage or unauthorized use

R9-17-314(A)(B)
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A patient record is maintained for 5
years from the patient or caregiver's RO-17-314(AXT)
tast request for marijuana

If a dispensary maintains patient
records electronically, the dispensary R9-17-314(B)
shall ensure that:

There are safeguards fo prevent
unauthorized access R9-17-314(B)(1)

O 0O O LC

The date and time in a patient record
is recorded electronically by an R9-17-314(B)(2)
internat clock

C

A dispensary shall ensure that a
patient's record contains: R9-17-314(C)

Qualifying patient information that

L

includes: = R89-17-314(C)(1)
D [The patient's name R9-17-314(C)(1)(a)
|:| [The patient's date of birth R9-17-314(C)(1)(b)

The name of the patient's
caregiver, if applicable R9-17-314(C){1){c)

|_] [Documentation of any education or

support materials provided to the R9-17-314(C){2)
patient or caregiver, including

descriptions and dates provided

I I For each time a patient or their

caregiver requests and does not RS-17-314(C)}{3)
obtain marijuana from the dispensary
the following:
|' |' [ The date RY-17-314{C)(3)a)
The name and the registry R9-17-314(C}{3}b)

identification number of the
individual requesting the marijuana

] The dispensary's reason for
refusing to provide rarijuana R9-17-314{C)}3}(c)

L] [Security R9-17-303 (B}{4)( ¢)

| | [A dispensary shall ensure that access
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to the enclosed, locked facility where
the marijuana is cultivated is limited to
principal officers, board members,

and design
dispensary

ated agents of the

R9-17-317 (A)

L]

A dispensary agent may transport

marijuana,

marijuana plants, and

marijuana paraphernalia between the

dispensary

and

R9-17-317 (B)

ERERERN

|The dispensary's cultivation site

R9-17-317 (B)(1)

|A qualifying patient

R9-17-317 (B)(2)

|Another dispensary

R9-17-317 (B}3)

A food establishment contracted with
the dispensary to prepare edible food

RY-17-317 (B)(4)

L]

Before transportation, a dispensary

agent shall

R9-17-317 ( C)

o od O

Complete a trip plan that includes

R9-17-317 ( C)(1)

The name of the dispensary agent in
charge of fransporting the marijuana

R9-17-317 ( C)(1)(&)

[The date and start time of the trip

RG-17-317 ( C)(1)(D)

A description of the marijuana,
marijuana plants, or marijuana
paraphernalia being transported

R9-17-317 ( C)(1){c)

| Anticipated route of transportation

R9-17-317 ( C)(1)(d)

Provide a copy of the trip plan in
subsection ( C)(1) to the dispensary

R9-17-317 ( C)(2)

[

During transportation, a dispensary

agent shall

R9-17-317 (D)

O oo o

Carry a copy of the trip plan in
subsection { C}(1) with the dispensary
agent for the duration of the trip

R9-17-317 (D)(1)

Use a vehicle without any medical
marijuana identification

R9-17-317 (D)(2)

Have a means of communication with
the dispensary

R9-17-317 (D)(3)

Ensure that the marijuana, marijuana
plants, or marijuana paraphernalia is not
visible

R9-17-317 {D)(4)
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After transportation, a dispensary
agent shall enter the end time of the
trip and any changes to the trip plan
on the trip plan required in subsection

(S

R9-17-317 (E)

A dispensary shall

R8-17-317 {F)

1
1

Maintain the documents required in
subsection ( C)(2) and (E)

RO-17-317 (FY(1)

Provide a copy of the documents
required in subsection ( C}2) and (E) to
the department for review upon request

R9-17-317 (F)}2)

To prevent unauthorized access to
medical marijuana at the dispensary
and if applicable, the dispensary's
cultivation site, the dispensary shall
have the following

R9-17-317 (G)

[]

[]

O aoo

L O

Security equipment to deter and prevent
unauthorized entrance into limited
access areas include:

R9-17-317 (G)(1)

Devices or a series of devices to
detect unauthorized intrusion, which
may include a signal system
interconnected with a radio frequency
method, such as cellular, private
radio signals, or other mechanical or
electronic device

R9-17-317 (G)(1)(a)

|Exterior lighting to facilitate

R9-17-317 (G)(1)(b) |

|Electronic monitoring including

R9-17-317 (G)(1)(c) |

At least 19 inch or greater
call-up monitor

RY-17-317 (G CXD)

A video printer capable of
immediately producing a
clear still photo from any
video camera image

RO-17-317 (G)(1) C)(i)

{Video Cameras

R9-17-317 (G)(1)( C)(iiiy |

Providing coverage of all
enfrances to and exists from
limited access areas and all
entrances to and exists from
the building, capable of
identifying any activity
occurring in or adjacent to
the building

R9-17-317 (G)(1)( C)(iiiy(1)
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Have a recording resolution
of at least 704 x 480 or
equivaient

RE-17-317 (G){1)( C)(iiix2)

A video camera at each
peint of sale location
allowing for the
identification of any
gualifying patient or
designated caregiver
purchasing medical
marijuana

R9-17-317 (G)(1)( C)(iv)

A video camera In each
grow room capable of
identifying any activity
occurring within the grow
room in low light
conditions

R9-17-317 (G)(1)( C){v)

Storage of video
recordings from the
video cameras for at
least 30 calendar days

R9-17-317 (G)(1)( C){vi)

A failure notification
system that provides an
audible and visual
natification of any failure
in electronic monitoring
systems

R9-17-317 (G)(1)( C)(vii)

Video cameras and
recording equipment with
sufficient battery backup
to support at least five
minutes of recording in
the event of a power
outage

R9-17-317 (G)(1)( C)(viii)

Panic buttons in the interior of each
building

R9-17-317 (G)(1)(D)

| [Policies and procedures

R9-17-317 (G)(2)

[

L]
1

That restrict access to areas of the
dispensary that contain marijuana and if
applicable, the dispensary's cultivation
site, to authorized individuals only

R9-17-317 (G)(2)

That provide for the identification of
authorized individuals

R9-17-317 (G)(2)

[That prevent loitering

R9-17-317 (G)(2)
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{For conducting electronic monitoring

R9-17-317 (G){2)

[For the use of a panic button

R9-17-317 (G)(2)

[Administration

R9-17-309

oood oo o oo

[

O O 00

develop, document and
implement policies and

R9-17-309 (A){1)

employment contracts
including

RO-17-309 (A){1)(a)

Personnel duties, autherity,
responsibilities and qualifications

R9-17-309 (A)1)@)(i)

|Personnel supervision

RO-17-309 (A)(1)(a)(i)

Training in and adherence to
confidentiality requirements

R9-17-309 (A)(1)(a)(ill)

{Periodic performance evaluations

R8-17-309 (A)(1)(a)(iv)

[Disciplinary actions

RO-17-308 (A)(1)(a)(v)

Business records,
including manual or
computerized records of
assets and liabilities,
monetary transactions,
journals, ledgers, and
supporting documents
including agreements,
checks, invoices and
vouchers

R9-17-309 (A)(1)(b)

Qualifying patient records,
including purchases,
Ammiml mf amla A AAaliviams
USTIAED U Dais, Cllly ucuvmy
options, confidentiality,
and retention

R9-17-309 (A)(1)(d)

Patient education and
support including

R9-17-309 (A)(1)(e)

marijuana and the effect of
different strains

R9-17-309 (A)(1)(e)()

effectiveness of various methods,
forms, and routes of medical

R9-17-309 {A)(1)(eXiD)

a qualified patient of different
strains and forms of marijuana

R9-17-309 (A)(1)(e)(iii)
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U o oo ooodaoand

Prohibition on the smoking of
medical marijuana in public places

R9-17-309 (A)(1)}e)(iv)

Maintain copies of the
policies and procedures at
the dispensary and
provide copies to the
Department upon request

R9-17-309 (A)}2)

Employ or contract with a
medical director

R9-17-309 (A)(3)

Not allow an individual
who does not possess a
dispensary agent registry
identification card to

R9-17-309 (A)(4)

Serve as a principal officer or
board member for the dispensary

R9-17-309 (A)(4)(a)

Serve as the medical director for
the dispensary

R9-17-309 (A)(4)(b)

|Be employed by the dispensary

R9-17-309 (A)(4)(c)

at a food establishment contracted
by the dispensary

R9-17-309 (A)}4){d)

Provide volunteer services at or on
behalf of the dispensary

R9-17-309 (A)4)(e)

Provide written notice to
the department, including
the date of the event

R9-17-308 (A)(5)

Serves as a principal officer or
board member for the dispensary

R9-17-309 (A)}(5)(a)

Serve as the medical director for
the dispensary

R9-17-309 (A)(5)(b)

s employed by the dispensary

R9-17-309 (A)(5)(c)

at a food establishment contracted
by the dispensary

R9-17-309 (A)(5)(d)

Provides volunteer services at or
on behalf of the dispensary

R9-17-309 (A)(5)(e)

Document and report any
loss or theft of marijuana
to the appropriate law
enforcement agency

R9-17-309 (A)(B)
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D Migintain copies of ihe

documentation in
subsection (A)}{6) and
provide copies to the
department upon request

RS-17-309 (A)(T)

|C|eaning and sanitation

R9-17-319

A dispensary shall ensure that any
building or equipment used for the
cultivation, harvest, preparation,
packaging, storage, infusion or sale of
marijuana is maintained in a clean
and sanitary condition

R9-17-319(A)

Marijuana in the process of
production, preparation, manufacture,
packing, storage, sale, distribution, or
transportation is protected from flies,
dust, dirt, and alt other contaminants

R9-17-319(A)(1)

Refuse or waste products incident to
the manufacture, preparation,
packing, selling, distributing, or
transportation of marijuana are
removed from the dispensary and, if
applicable, cultivation site daily

R9-17-319(A)(2)

All trucks, trays, buckets, other
recepticles, platforms, racks, tables,
shelves, knives, saws, cleavers, other
utensils or machinery used are
cleaned daily

R9-17-319(A)(3)

All edible food products are securely
covered

RO-17-319(A)(4)

L

A dispensary shall ensure that a
dispensary agent in the dispensary or
the dispensary's cultivation site:

R9-17-319(B)

Cleans the dispensary agent's hands
and exposed portions of the
dispensary agent's arms in a

handwashing sink

R9-17-319(B)(1)

1

.

Before preparing marijuana
including working with food,
equipment, and utensils

R9-17-319(B)(1)(a)

During preparation, as often as
necessary to remove seil and
contamination and to prevent cross
contamination when changing
tasks

R9-17-319(B)(1)(b)
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After handling soiled equipment or
utensils

R8-17-313(B}{1){c)

After touching bare human body
parts other than the dispensary
agent's clean hands and exposed
portions of arms

R9-17-319(B)(1)(d)

|After using the toilet room

R9-17-319(B)(1)(e)

If working directly with the preparation
of medical marijuana:

R9-17-319(B)(2)

1

1

Keeps the dispensary agent’s
fingernails trimmed, filed, and
maintained so that the edges and
surfaces are cleanable

R9-17-319(B)(2)(2)

Unless wearing intact gloves in
good repair, dees not have
fingernait polish or artificial
fingernails on the agent's
fingernails

R9-17-319(B)(2)(b)

Wears protective apparel such as
coats, aprons, gowns, or gloves to
prevent contamination

R9-17-319(B}2)(c)

Wears clean cicthing appropriate to
assigned tasks

R9-17-319(B)3)

Reports to the medical direcior any
health condition experienced by the
ageni that may adversely affect the
safety or quality of any marijuana with
which the agent may come into
contact

R9-17-319(B)(4)

An agent with a health condition that
may adversely affect the safety or
quality of the marijuana is prohibited
from direct contact with marijuana or
equipment or materials used until
authorized by the medical director

R9-17-319(B)(5)

The dispensary's by-laws containing
provisions for the disposition of
revenues and receipts

R9-17-303 (B)(6)

A business plan demonstrating the on-
going viability of the dispensary on a
not-for-profit basis

R9-17-303 (B)(7)

The applicable fee in R9-17-102 for
applying for an initial registration of a
dispensary.

R9-17-303 (B}8)
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EXHIBIT B



Dispensary Aliocation Chart

Drexe] Heights

TUCSCN

AREA COVERED BY: POP 1 DISP XTRAS TOTAL
Ajo 3705 1
Amado Nogales 163 0
APACHE JUNCTION PHOENIX 33000 0
Arizona City CASA GRANDE 4385 0
Ash Fork 423 1
AVONDALE PHOENIX §2000 2
Avra Valley TUCSON 5038 0
Bagdad 1578 1
BENSCN 4,833 1
Big Park SEDONA 5245 0
Big River LAKE HAVASU CITY 0
Bisbee 1
Bitter Springs 0
Black Canyon City 2697 1
Bouse Salome 842 0
BUCKEYE 53000 1
BULLHEAD CITY 41000 1
Bumble Bee 0
Burnside 0
Cameron 0
Camp Verde 0
Canyon Day 0
Carefree ,862 0
CASA GRANDE 41000 1
Casas Adobes TUCSON 62,000 0
CATALINA TUCSCON 7025 0
CATALINA FOOTHILLS TUCSCN 54000 0
Cave Creek PHOENIX 5,428 0
Central Heights Midland Globe 2694 0
CHANDLER 250000 5
Charleston SIERRA VISTA 0
Chinle 0
Chino Valley 1
Cibecua R 0
Clarkdale SEDONA 4,263 0
Claypool Globe 1794 0
Clifton 2,451 1
Colorado City FREDONIA 4,750 0
Congress WICKENBERG 1717 0
Coolidge CASA GRANDE 10,261 0
Cordes Lakes Black Canyon City 2058 0
Cornville SEDONA 3335 Q
Cottonwood SEDONA 11,412 0
Coyote Crest PRESCOTT 0
Coyote Springs PRESCOTT 0
Dennehotso 0
Desert Hills LAKE HAVASU CITY 2183 0
Dewey-Humbaidt PRESCOTT 3,822 0
Diamond Valley PRESCOTT 0
Ditkon 0
Dolan Springs ingman 0
DOUGLAS 1
0




Drexel-Alvernon TUCSON 4192
Dudleyville 1323
Duncan CLIFTON 774
EAGER Springerville 4,488
East Fork

East Sahuarita TUCSON 1418
Ehrenberg QUARTZITE 1357
El Mirage PHOENIX 24,751
Elgin SIERRA VISTA 273
Eloy 12,750
Fairbank

First Mesa

FLAGSTAFF 130000
Fiorence 20,781
Flowing Wells TUCSON 15755
Fort Apache Canyon Da

Fort Defiance

R

YUMA

]
1
0
0
0
0
0
0
0
1
0
0
2
1
0
0
0
Fortuna Foothills 0
Fountain Hills PHOENIX 0
FREDONIA 1
Ganado 0
GILA BEND , 1
GILBERT PHOENIX 207000 3
GLENDALE 254000 4
Globe 7,197 1
Gold Canyon PHOENIX 6029 0
Golden Valley Kingman 4515 0
GOODYEAR PHOENIX 53000 1
Grand Canyon Village 1460 1
Greasewood 0 0
Green Valley 17283 1
Groom Creek PRESCOTT 0
Guadalupe PHOENIX 5,948 0
Hayden Dudleyville 814 0
Heber Overgaard 1
Holbrook 1
Houck 0
Huachuca City SIERRA VISTA G
Jeddito 0
JEROME SEDCONA 353 0
Joseph City Holbrook 0
Kachina Village F 2664 0
Kaibito Rl 1807 0
Kayenta 0
Keams Canyon 0
Kearny Dudleyville 3,297 0
Kingman 1
Kykotsmovi Village 0
LAKE HAVASU CITY 57000 1
Lake Montezuma SEDONA 3344 0
Lechee R 0
Leupp 0
Litchfield Park PHOENIX 5126 0
Littletown TUCSON 1010 0
Lukachukai 0




Mammoth [Dudleyville 2,573 0
Many Farms 0
Marana 35,124 1
Maricopa CASA GRANDE 44 691 0
Mayer Black Canyon City 1408 0
MESA 464000 5 6
Miami Globe 1,778 0
Miracle Valley SIERRA VISTA 0
Mohave Valley BULLHEAD CITY 13694 0
Morenci CLIFTON 1879 0
Mountainaire FLAGSTAFF 1014 0
Munds Park SEDONA 1250 0
New River Black Canyon City 35,000 0
Nicksville SIERRA VISTA 0
Nogales 19,573 1
Northridge PRESCOTT 0
Oracle Dudleyville 3563 0
Oro Valley 44,003 1
PAGE 5,975 1
Palominas SIERRA VISTA 0
Paradise Valley PHOENIX 14,980 0
Parker 3,174 1
Parker Strip LAKE HAVASH CITY 3302 0
Parks FLAGSTAFF 1137 0
Patagonia Nogales 780 0
Paulden PRESCOTT 3420 0
PAYSON 15,000 i
Peach Springs ] 0
PEORIA PHOENIX 147000 2 2
Peridot Globe 1266 0
PHOENIX 1600000 27 28
Picture Rocks TUCSON 8139 0
Pima SAFFORD 2,165 0
Pine PAYSON 1931 0
Pinetop Lakeside SHOW LOW 3582 0
Pinon R 0 0
Pirtteville 0
Pisinemo Q
PRESCOTT 43000 1 2
Prescott Valley PRESCOTT 38,463 0
Pronghorn Ranch PRESCOTT 0
QUARTZITE 3,481 1
Queen Creek PHOENIX 26,008 0
Red Mesa el 0
Rio Rico NE Nogales 3164 0
Rio Rico NW Nogales 2882 0
Rio Rico SE Nogales 1590 0
Rio Rico SW Nogales 2777 0
Rock Point 0
Rock Springs 0
Reund Rock 0
Sacaton CASA GRANDE 1584 0
Safford 9,823 1
SAHUARITA TUCSON 22,913 0
Salome 1690 1




San Carlos Globe 3716 0
San Luis YUMA 25,682 0
San Manual Dudleyvill 0
Santa Rosa ESER 0
Sawmifl 0
SCOTTSDALE 250000 3 4
Second Mesa 0
SEDONA , 1
Seligman Ash Fork 363 0
Sells 0
Shonto 0
SHOW LOW 12,324 1
SIERRA VISTA 54000 1
Snowflake 5,673 1
Somerton YUMA 12,346 0
South Tucson TUCSON 6,013 0
Spring Valley Black Canyon City 1019 0
SPRINGERVILLE 1,092 1
St. David SIERRA VISTA 1744 0
St Johng 3,607 1
St. Michaels 0
Star Valley 0
Steamboat {RESE! 0
Strawberry PAYSON 1028 0
Summit TUCSON 3702 0
SUN CITY PHOENIX 38000 0
SUN CITY WEST PHOENIX 27000 0
Sun Valley Holbrook 0
Supai RESER) 1868 g
Superior G 3,335 0
SURPRISE PHOENIX 93000 2 2
Swift Trail Junction SAFFORD 2195 0
Tanque Verde TUCSON 16195 0
Taylor SHOW LOW 4,139 0
Teec Nos Pos &) 0
TEMPE p 3 3
Thatcher SAFFORD 5,002 0
Three Points TUCSON 5273 0
Tolleson PHOENIX 7,199 0
Tombstone SIERRA VISTA 1,566 0
Tonolea R a
Torlolita 0
Tsaile 0
Tuba City 0
Tubac Nogales 277 0
TUCSON 550000 15 )
Tucson Estates TUCSON a755 ]
Vail TUCSON 2484 0
Valencia West TUCSON 2380 0
WELLTON 1,911 1
Valley View Estates WELLTON 0
Camino Viejo WELLTON 0
Copper Ridge WELLTON 0
Butterfield Bluff WELLTON 0
Wellton East WELLTON 0




Wenden Salome 498 0
Whetstone SIERRA VISTA 2354 0
Whiteriver R 0
Wickenburg 5,620 1 1
WILLCOX 3,799 1 1
WILLIAMS Ash Fork 3,305 0
Williamson PRESCOTT 3778 0
Window Rock Rl 0
Winkelman Dudleyville 429 0
WINSLOW 9,867 1 1
Youngtown PHOENIX 4,896 0
YUMA 90000 1 1 2
All Communities Total 5919199 0
ARIZONA Total £600000 0

PERCENT* 0.90 52 73 125

* Percent within community limits
AzMMA estimates total residents within halos in excess of 95%
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